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ABSTRACT 
 
The public is regularly shocked by revelations of new business scandals. Nearly every sector of 
society is tainted by incidents of unethical behaviour. In this regard, the South African financial 
services industry has attracted a lot of attention, as some of the biggest scandals in recent years 
have occurred in this industry. With the world economy still experiencing the effects of the 
recession, the last thing that institutions in the financial arena must do is engage in unethical 
behaviour. Immoral behaviour could damage a company‟s reputation and lead to further 
financial losses.   
 
Unethical behaviour in the corporate environment extends to all sectors of the financial services 
industry, particularly the insurance sector. This is due to the fact that the insurance sector often 
experiences an image problem caused by ethical lapses. Insurance products are complex in 
nature and often confusing to clients. Consequently, clients in this industry are often at the 
mercy of the insurance salesperson‟s ethical behaviour, which is influenced by various factors 
such as values and moral development. The identification of the factors that could influence 
unethical behaviour can aid organisations to successfully institutionalise business ethics. It has 
become vital for organisations to institutionalise business ethics as they are crucial for long-term 
survival and success.  
 
The purpose of this study was thus two-fold: firstly, to investigate the factors that influence 
unethical decision-making and behaviour in the local life insurance sector, and secondly to 
evaluate how business ethics are institutionalised at a sample of life insurance companies. 
 
Triangulation was undertaken to collect “rich”, subjective qualitative data on business ethics in 
the life insurance sector, as well as quantitative data measuring the views of respondents on a 
number of issues. With regard to the qualitative study, semi-structured personal interviews were 
conducted with five members of Sanlam‟s ethics committee. A questionnaire was developed to 
aid with the collection of qualitative data. A combination of grounded theory and analytical 
induction methods was used to analyse the qualitative data. Pertaining to the quantitative 
research, a link to an online survey was electronically distributed to respondents at five life 
insurance companies (Sanlam, Old Mutual, Liberty Life, Metropolitan, Clientele Life and 
Discovery Life). In total, 303 usable questionnaires were analysed using Excel and SPSS 
statistical software. Descriptive and inferential statistics were calculated.  
xxi 
 
The two most important mechanisms perceived by respondents regarding their organisations‟ 
institutionalisation of business ethics were that they set clear ethical standards and guidelines in 
their code of conduct and were committed to the fair treatment of clients. Other important issues 
related to the setting of clear ethical standards and guidelines in policy documents, disciplining 
violators of ethical norms, being committed to the fair treatment of employees, and having a 
clear ethics management strategy.  
 
Pertaining to the factors influencing unethical behaviour, an extensive literature review was 
conducted in order to develop a proposed conceptual model of factors influencing unethical 
behaviour. The proposed model revealed one dependent (Unethical decision-making and 
behaviour) and five independent variables (Consequences of actions, Significant others, 
Values/beliefs, Individual traits and Moral development). A number of research hypotheses on 
the factors influencing unethical behaviour were formulated and tested. An exploratory factor 
analysis was conducted, and Cronbach alpha coefficients were calculated to confirm the validity 
and reliability of the quantitative measuring instrument. The factor analysis revealed that the 
originally proposed dependent variable split into two dependent variables, namely: 
Misrepresenting information and Stealing. The five independent variables proposed in the 
conceptual model also split. Ten independent variables were identified during the factor 
analysis, namely: Punishment, Organisational involvement, Recognition, Others, Self-centred, 
Dishonest, Controlling nature, Pessimist, Insecure and Coping strategy. The findings indicated 
that the independent variables, namely: Punishment, Organisational involvement, Others, 
Dishonest and Coping strategy significantly influenced the dependent variable, Misrepresenting 
information. Furthermore, results showed that Punishment, Others, Self-centred, Dishonest, 
Controlling nature and Coping strategy significantly influenced the dependent variable Stealing.    
 
Succinctly, the most important recommendations include that organisations‟ ethical standards 
should be clearly formulated in a code of conduct, widely communicated and enforced. 
Additionally, organisations should identify employees who hold negative perceptions about life 
and their abilities to cope in the workplace, as these individuals are more likely to engage in 
unethical behaviour. The recruitment, socialisation and ethics training of employees are 
important in this regard. As employees tend to model the behaviour of managers, the 
recruitment, socialisation and ethics training must also extend to managers. 
KEYWORDS: Business ethics, Unethical behaviour, Life insurance sector 
  
CHAPTER 1 
INTRODUCTION AND BACKGROUND TO THE STUDY 
 
1.1       INTRODUCTION AND BACKGROUND TO RESEARCH 
 
At least 2 000 people died instantly during the night of the 3
rd
 of December 1984 in the city of 
Bhopal, central India. Other estimates run into the tens of thousands. Medical reports indicate 
that residents suffer from compromised immune systems, growth retardation, miscarriage rates 
seven times the national average and widespread incidence of cancer, with up to 500 000 people 
debilitated by chronic illness. This horrific disaster was all due to the unethical behaviour of one 
company, Union Carbide India Limited (UCIL). On that tragic night over forty tons of methyl 
isocyanine gas escaped from the Union Carbide plant and spread over the city of 800 000 people 
(Gibson 2007:1).     
 
Approximately ten years prior to this disaster, the Indian government solicited investments by 
foreign companies and created a joint venture with Union Carbide (UCC) to build a plant that 
would produce a common pesticide called Sevrin. All the warning signs were in place for a 
disaster, and in 1982 a visiting UCC team declared the factory unsafe. By July 1984 the plant 
was for sale, and the UCC planned to dismantle some components for shipment elsewhere. But 
the plant continued to operate. The results were as given above.  Investigations indicate that the 
lack of safety controls and poor maintenance were some of the main reasons for the disaster. 
The Bhopal disaster is one of the many examples of how businesses can neglect environmental 
as well as health and safety standards to make profit and  satisfy shareholders‟ expectations, at 
the expense of consumers, employees and the environment (Gibson 2007:3).    
 
The first ethical principles for business practice were already formulated centuries ago. The 
Code of Hammurabi suggests that the rulers of Mesopotamia attempted to create honest price-
setting around a thousand years ago. The Old Testament and the Jewish Talmud also set out 
guidelines for proper business conduct and discuss topics such as fraud, theft, proper weights 
and measures, competition and free market entry, misleading advertising, fair prices and 
environmental issues. The New Testament and the Islamic Koran likewise discuss business 
ethics in relation to poverty and wealth. During the nineteenth century, the establishment of 
monopolies and the use of slaves became important ethical considerations (Hoffman, Frederick 
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& Schwartz 2001:3). 
 
Business ethics, which is an applied field of ethics, has moved through several stages of 
development. Before the 1960s, concepts like ethics and social responsibility were seldom 
mentioned in the business literature. During the 1960s, a number of social issues emerged, such 
as civil rights, the environment, safety in the workplace, and a number of consumer-related 
issues. During the 1970s, the phenomenon of business ethics took hold in academia, and many 
business schools, especially those in the United States, started offering courses in business ethics 
(Hoffman et al. 2001:3). 
 
In the early 1980s (1980-1985), researchers in the field of business ethics united to create 
research centres, launch business ethics journals, and host conferences on topical issues. From 
the mid 1980s and early 1990s onwards, business ethics principles were being adopted by large 
corporations through the development of codes of ethics, the provision of ethics training, and 
ethics hotlines, as well as the appointment of ethics officers. Since 1995 business ethics 
awareness began to grow rapidly in the international scene and focused on issues such as 
bribery, corruption, and the use of child and slave labour (Hoffman et al. 2001:3). 
 
The term business ethics sounds like an oxymoron. Many firms have a reputation for 
ruthlessness in the pursuit of profits. Media headlines often read “Executives involved in illegal 
activity” or “Corporation harms the environment” (Goessl 2009). Just as medical ethics is 
concerned with the morality of medical practices and policies, or political ethics is concerned 
with the morality of political affairs, business ethics can be seen as being concerned with moral 
issues in business (Kaler & Chryssides 2001:12).  
 
Some businesses have gained a bad reputation by being purely profit-orientated and are seen by 
some stakeholders as “money grabbers”. There is nothing immoral about making money, but it 
is the manner in which some firms conduct themselves that raises questions regarding ethical 
behaviour. When a particular firm does business with another firm that engages in unethical 
behaviour, it is usually also associated with unethical behaviour itself. Some stakeholders may 
argue that such a firm is now a link in a chain of unethical firms (Crystal 2009).  
 
Examples of ethical questions that arise in the business environment include: Should 
manufacturers reveal all product defects? At what stage does acceptable exaggeration become 
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lying about a product or service? When does aggressive marketing become consumer 
manipulation? Should a business combat pollution? May employees use their positions inside a 
firm to advance their own interest? Are banks unethical when charging high bank fees?  
 
Hardly a day passes without revelations of a new business scandal. Nearly every sector of 
society is tainted by accusations of unethical behaviour – education, social services, 
environmental, military, religious, government and the business sector (Johnson 2007:xiii). 
Prominent businesses that were accused of immoral behaviour in the recent past include, 
amongst others:  
 
 Arthur Andersen: certifying fraudulent accounting statements and shredding documents 
wanted in a criminal investigation (Johnson 2007:xiii). 
 Fidentia: looting hundreds of millions of rand from a trust fund that should have benefited 
widows and orphans (Cobbett 2008). 
 Corporate Money Managers: accused of misappropriating and mismanaging investor funds 
(Legalbrief 2009). 
 
As in the case of large corporations, individuals have also been found guilty of unethical 
business practices. An example is that of Maureen Clifford, who was found guilty of running a 
multi-million rand pyramid scheme in South Africa (Shaw 2009). These examples are merely 
the tip of the proverbial iceberg, and in Section 1.2.3 of this chapter more examples of unethical 
behaviour in the financial services industry in South Africa will be discussed. The negative 
publicity produced by business scandals has highlighted the importance of ethical behaviour 
across industries. Fallen organisations pay for their immoral behaviour in the form of lost 
reputations, declining revenues, bankruptcy, and increased regulation. Businesses that 
previously ignored ethical considerations now recognise that their futures depend on improved 
moral performance (Johnson 2007:xiv). The local financial services industry has attracted a lot 
of attention as some of the biggest scandals in recent years have happened in this industry.  
 
The financial services industry is one of the largest contributors to South Africa‟s gross domestic 
product (GDP). Institutions in this sector include banks, insurance companies, asset managers, 
investment banks, pension funds, mortgage lenders, and other businesses operating in the 
financial arena (Federwisch 2006). Although the South African GDP has decreased in response 
to the global recession, the financial services industry was one of the few industries with a 
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positive contribution (0.6 of a percentage point) to the change in GDP in the fourth quarter of 
2008 (Statistics South Africa 2009). In the third quarter of 2008 (July – September), the finance 
industry employed approximately 1 632 000 employees, and was one of the five largest 
industrial employers in South Africa (Statistics South Africa 2008). A thousand jobs were 
created in the finance industry between the third quarter of 2008 (July-September) and the first 
quarter of 2010 (January-March), making this industry one of the largest industrial employers in 
South Africa. In the first quarter of 2010, the finance industry employed 1 633 000 employees 
(Statistics South Africa 2010). 
 
In the next section, business ethics will be explained as it pertains to the financial arena. 
 
1.2 BUSINESS ETHICS IN THE FINANCIAL ARENA 
 
1.2.1 Overview of the financial services industry in South Africa 
 
According to Mboweni (2004), South Africa‟s financial services industry is supported by a 
sound regulatory and legal structure. It boasts dozens of domestic and foreign financial 
institutions and provides a full range of products and services which include commercial, retail 
and merchant banking, mortgage lending, insurance and investment. In addition, South Africa‟s 
banking sector compares favourably with those of other countries. Investment and merchant 
banking is the most competitive in the industry, while the country‟s Big Four banks (Absa, First 
National Bank, Standard Bank and Nedbank) continue to strengthen their grasp on the retail 
market through the provision of Internet and cell phone banking (Key sectors 2008). 
 
The Financial Service Board (FSB) is responsible for the regulation of financial markets and 
institutions, insurers, fund managers and broking operations. The South African Reserve Bank 
(the country‟s central bank) oversees the regulation of South African commercial banks. South 
Africa has 36 registered banks, of which four (Absa, First National Bank, Standard Bank and 
Nedbank) are rated among the world‟s Top 500 financial institutions (Key sectors 2008). 
 
The JSE Limited is South Africa‟s only securities exchange and has a valued position as one of 
the Top 20 exchanges worldwide, according to its market capitalisation (JSE 2010). The Bond 
Exchange of South Africa (BESA) was formally registered as an exchange in 1996. BESA 
offers a three-day rolling settlement and implements a bond-automated trading settlement 
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system. The liquidity of BESA is 38 times the market capitalisation, making it one of the most 
liquid bond markets in the world (Key sectors 2008). In 2009 the BESA was taken over by the 
JSE. The next section explains the impact of the global recession on the South African economy 
and financial services sector.   
 
1.2.2 Impact of the global economic recession on the financial services industry in South 
Africa 
 
In 2009 several developed and emerging countries were facing a recession, and are only now 
(late 2010) showing signs of recovery. In the United States (officially declared in recession since 
end 2007 by the National Bureau of Economic Research), 240 000 jobs were shed during 
October 2008 alone. Since the credit crisis began in the latter part of 2007, China‟s annual GDP 
has slowed from 12% (2007) to 9% (2008). Chinese banks and many other banks have faced a 
liquidity crisis. In South Africa, key sectors like motor, housing and mining have felt the 
pressure. Thousands of employees have been retrenched, especially in the motor and mining 
industries. Due to high interest rates, home owners could not afford monthly bond payments and 
as a result thousands of houses were repossessed and auctioned to the public, who could buy 
them for moderately low prices. According to First National Bank, the monthly payment on a 
R1.1 million home loan over 20 years has increased from R10 982 in June 2006 to R14 893 at a 
prime rate of 15.5% (November 2008). Absa blames the high interest rate, inflation and the 
National Credit Act for this substantial increase in monthly bond repayments (Coutts 2008; 
Goodman 2008; Isidore 2008; Xinhuanet 2009). The real-estate market has in some measure 
recovered. Prime rate is currently (November 2010) at 9%, and there has been an increase in 
home loan approvals. Approximately two-thirds of homebuyers are now successfully obtaining 
home loans. This indicates that lenders are more confident about the property market and its 
hopes of a full recovery (Geffen 2010). 
 
With the world economy still experiencing the effects of the past recession which was 
characterised by slower growth, with the financial services industry as no exception, the last 
thing that institutions in the financial arena must do is engage in unethical behaviour (although 
some might be tempted to do so). Ethical behaviour in this industry (as in most others) should be 
evaluated at a micro- and meso-level, and is generally geared at uplifting society. This can be 
done by means of sponsorships and awareness campaigns.  
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Examples at meso-level are those of the Standard Bank Group HIV/AIDS project and Old 
Mutual‟s sponsorships towards social development and uplifting of society (OMSA 2010). At 
the micro, or company level, employees in the banking industry face moral dilemmas on a daily 
basis as they deal with cash and have access to people‟s accounts. Another example of business 
ethics applied to the micro-level is when a broker faces a moral dilemma in selling two types of 
products. The one product is by far the better option (for the buyer), but will render the least 
commission to him as a broker. The broker is now faced with the decision of selling the inferior 
product and receiving more commission or selling the superior product and earning less. Next, 
examples of unethical business practices in this highly important industry in South Africa are 
provided. 
 
1.2.3 Examples of unethical business practices in the local financial services industry 
 
When looking at newspaper headlines, it is clear that immoral behaviour is very prevalent in the 
local financial services industry, with some of the largest and most far-reaching scandals 
emanating from this industry (Stokes 2007a). The focus point of this study will consequently be 
on business ethics in the South African financial services industry. Ethical issues in the financial 
service industry affect not only employees working in this industry, but also the consumers of 
these services. In South Africa approximately 64% of the population uses a formal financial 
product (FinScope 2009:4). The public often perceives the financial services industry to be one 
of the most unethical sectors in the economy, a loss of confidence caused by the recent financial 
crisis. In the midst of the financial crisis, Lord Turner, the City of London‟s chief regulator, 
remarked that the financial industry had “grown beyond it socially useful size”(Financial 
innovation and the poor – a place in society 2009).  
 
Higher standards of conduct and professional ethics are clearly necessary to tackle this 
perception and raise the professional reputation of the industry (FSA 2002:4; Federwisch 2006; 
CII 2009:7). As mentioned previously, ethics in the financial services industry has come to the 
fore as a result of scandals such as Enron and Arthur Anderson internationally, as well as 
Corporate Money Managers and Fidentia locally.  
 
In 2009 the world was shocked with the revelation of the Bernard Madoff‟s Ponzi scheme. This 
was one of the biggest scandals ever. Late in December 2008 one of the legendary traders on 
Wall Street was arrested for running a multibillion-dollar fraud scheme. Madoff paid returns to 
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certain investors out of the cash received from other investors. His business operated for more 
than four decades, and for how long this Ponzi scheme had been going on is not known (Van 
den Walle 2009).  
 
Only a few months after President Obama was inaugurated as President of the United States of 
America, he got involved in an ethical scuffle with the American-based insurance giant, AIG 
(American International Group). The company received billions as federal aid during 2008, but 
wanted to pay millions as bonuses to its employees. Obama said he would do everything legal to 
block these bonuses. He felt that worldwide, ordinary citizens were working hard and paying 
taxes without receiving government bailouts and millions in bonuses. He also asserted that it 
was a matter of having fundamental values. Some entrepreneurs were mortgaging their homes 
and engaging in a variety of activities in order to stay in business. Everyone must be treated with 
equal fairness. Obama‟s views and comments extended to the financial regulatory system. He 
felt that the regulatory system needed reformation so that when a similar situation happened, it 
should be clear what to do. An improved system should also assist in dealing with troubled 
financial institutions in such a way that more authority would be available to protect tax payers 
(Pelikan 2009). In February 2010, AIG went ahead and distributed $100 million in bonuses, and 
consequently outmanoeuvred the Obama administration (Eley 2010). 
 
The Corporate Money Managers and Fidentia sagas are further examples of scandals in the 
South African financial services industry. Corporate Money Managers were accused of 
misinforming their clients in terms of where their money would be invested, and consequently 
investing in debt instruments that had a more risky nature than money market instruments for 
which clients‟ money was actually destined. Their behaviour was not only unlawful, but 
unethical (Legalbrief 2009). Similarly the executive chairman of Fidentia Holdings, Arthur 
Brown, was accused of using for himself millions of rands invested with Fidentia Asset 
Management. Investments worth R680 million of almost R2 billion collected from various 
investors could not be traced by the inspectors of the FSB (Cameron 2007). Another story that 
shook South Africa was the revelation of the Maureen Clifford pyramid scheme. Millions of 
rands were lost by businessmen and pensioners in this scheme (Shaw 2009). Both Brown and 
Clifford are now in jail, showing that unethical behaviour does not always pay off. 
 
Unethical behaviour in the corporate environment extends to all sectors of the financial services 
industry. Although ethical behaviour is important in all sectors of the industry, the insurance 
8 
 
sector is of particular importance. This is because the insurance sector often experiences an 
image problem owing to ethical lapses. Insurance products are complex in nature and confusing 
to clients. Consequently, insurance consumers are at the mercy of the insurance salespersons‟ 
ethical behaviour (Eastman, Eastman & Eastman 1996:951). 
 
An example of unethical behaviour in the insurance sector was informing a client that life 
insurance was mandatory for an ABSA Platinum One Account (Insurance 2009). The client 
reluctantly signed the insurance contract and paid approximately R45 000 over the next three 
years. The client found out, from a Discovery Life representative, that there was no such 
requirement. Another example is that of a policy holder who was in financial trouble and could 
not afford to pay two months‟ premiums. When she paid the full arrears the following month, 
the policy lapsed, despite the fact that the policy did not include a penalty clause for late 
payments (Insurance 2009). These examples are merely two of many complaints that are 
received by the ombudsman for long-term insurance in South Africa. Next, the importance of 
the insurance sector to the local economy is discussed. 
 
1.2.4 Importance of the insurance sector within the financial services industry 
 
In a constantly changing world and uncertain future, it is important for people to make some 
kind of provision for unforeseen circumstances ranging from death to accidents, retrenchments, 
medical problems, retirement and disability. In the financial services industry, the life insurance 
sector is a key role player to put individuals at ease with regard to their financial futures.  
 
Ethics is of utmost importance in the life insurance sector, as unethical behaviour can have a 
drastic impact on both the internal and external stakeholders of the company. 
 
Because of the key role of the insurance sector with regard to securing the financial future of 
individuals, this sector will be the focus point of the study. More information on this sector is 
thus presented below.  
 
Long-term insurers are also known as “life companies” or assurers, whereas long-term insurance 
is referred to as “life insurance” or assurance. Short-term insurance deals with eventualities, 
while long-term insurance deals with some events that are likely or certain to occur. 
Consequently, short-term insurance is mainly concerned with risk assessment, while long-term 
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insurance includes an element of risk and investment (Van Zyl, Botha & Skerritt 2003:133).  
 
According to the International Monetary Fund, insurance penetration in South Africa – 
measured as premiums in relation to GDP – is among the highest globally at 16%. It is common 
knowledge that life company assets are significant in South Africa, estimated at about 80% of 
annual GDP at the end of 2007” (Masilela 2009:15).  
 
Old Mutual, Sanlam and Liberty are the three major life assurance companies in South Africa. 
Any company rendering life insurance cover must be registered in terms of the Long-Term 
Insurance Act (No.52 of 1998) and must be authorised to do so by the FSB. Short-term 
insurance companies must adhere to the Short-Term Insurance Act (No.53 of 1998) and must 
also be authorised to operate by the FSB (Van Zyl et al. 2003:133-161). Organisations in both 
sub-sectors must adhere to specific rules and regulations as stated above. A brief background 
and objectives of regulation in the financial services industry are discussed in the next section. 
 
1.2.5      Background and objectives of ethical regulation in the financial services industry 
 
Compliance with rules and laws in the financial services industry is monitored by means of 
analysis of annual returns (documents containing certain prescribed information about the 
business of the regulated firm) as well as audit reports, surveillance of security markets (to 
establish trading patterns that can signify insider trading) and routine inspections. The objectives 
of regulation are to promote fairness, efficiency and transparency in the securities markets, a 
stable financial system, soundness of financial institutions, and most importantly, to protect 
consumers and investors (Van Wyk 2008:4-60; ISA 2005). In financial markets, consumers do 
not have as much information at their disposal as the suppliers of the financial products and 
services, and as such, consumers are vulnerable to exploitation. Various acts are thus in place in 
the financial services industry to regulate the giving of advice and rendering of intermediary 
services to clients. An example is the Financial Advisory and Intermediary Services Act (FAIS) 
(No.37 of 2002). The objectives of the FAIS Act are to protect consumers of financial services, 
the financial services industry, and intermediaries. FAIS benefits clients by, amongst others, 
rendering trusted and appropriate advice, maintaining high standards, providing a complaints 
resolution mechanism, and ensuring that financial advisers are competent (FAIS 2009).  
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With the inclusion of principles of the King 2 report on corporate governance into the listing 
requirements of the JSE since 2003, businesses and more specifically financial markets, have 
entered a new paradigm. The inclusion of the principles of the King 2 report is important, as 
reporting on the economic, social and environmental aspects of a company‟s activities (triple 
bottom line) is of critical importance in South Africa to enable social upliftment (Van Wyk 
2008:4-60). It also highlights the importance of ethical responsibilities of reporting institutions, 
as it demonstrates their involvement in the community. 
 
The King 3 report became necessary because of changes in international governance trends. 
This report, which was published in 2009, places more emphasis on executive salaries, with 
specific reference to incentive schemes and bonuses (Salgado 2009). Particular attention is paid 
to excessive bonuses paid to executives in certain sectors in South Africa. Because of the 
significant cost of incentive schemes to companies, it is recommended in the King 3 report that 
companies revise and approve in advance all long-term incentive schemes. The King 2 report 
recommended that performance elements of remuneration should constitute a considerable 
fraction of the total pay of executives. In the King 3 report it is stated that the remuneration 
committee ensures a proper mix of pay. Furthermore, the King 3 report states that incentives 
should be based on verifiable targets (Institute of Directors 2009). Even though not all 
companies in the financial services industry are listed on the JSE, making the King reports non-
compulsory, they can use the principles as prescribed there as guidelines to self-regulate their 
institutions.   
 
King 3 applies to, and is mandatory for all companies listed on the JSE in South Africa. All 
these entities must disclose which principles and practices they decide not to apply, and must 
also give reasons for their decisions. This level of revelation will allow stakeholders to comment 
and challenge the boards to improve the level of governance. Companies in the financial 
services industry and others which are listed on the JSE subscribed to the principles as specified 
by the King 3 report as of March 2010 (Temkin 2009). 
 
Organisations in the financial services industry such as the South African Institute of Financial 
Markets (SAIFM), Financial Planning Institute (FPI) and the Investment Managers Association 
of South Africa (IMASA) all have ethical codes and policies in place to promote ethical and 
professional conduct among their members. Ethical guidelines often go beyond the letter of the 
law (Lamberti 2005:4). 
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The SAIFM is a non-profit voluntary organisation which aims to promote professionalism and 
integrity in the financial markets. Its vision is to be the leading professional body providing 
educational, examination, and accreditation services for financial market professionals in South 
Africa and other African countries (SAIFM 2009). In addition, the FPI is strict in establishing 
and maintaining professional financial planning standards in Southern Africa. It plays a major 
role in ensuring that the public has access to competent financial planners who are 
professionally qualified and experienced, and have agreed to abide by the ethical standards, code 
of ethics and professional responsibility of the FPI (FPI 2009). Finally, IMASA, which has 
replaced the Fund Managers Association of South Africa, constitutes the major investment 
management companies in South Africa. Its objectives are to interact with government and 
regulatory bodies to ensure the protection of investors and an ethical industry (Miles 2003:6). 
 
From this overview it is evident that institutionalising business ethics, specifically within 
companies in the financial services industry, is important and necessary. In the light of the above 
the problem statement will now be formulated. 
 
1.3          PROBLEM STATEMENT 
 
Despite various efforts to regulate the financial services industry globally and in South Africa, 
numerous examples of immoral behaviour still exist, and these all occur at the expense of 
consumers and investors. The purpose of this study is thus two-fold: firstly, to investigate the 
factors that influence unethical decision-making and behaviour in the local life insurance sector, 
and secondly to evaluate how business ethics are institutionalised in a sample of life insurance 
companies. 
 
1.4 RESEARCH OBJECTIVES 
 
Given the problem statement, the primary objective of this study is to contribute to a better 
understanding of the institutionalisation of business ethics in the life insurance sector, as well as 
the factors that influence unethical decision-making and behaviour in this sector. To achieve the 
primary objective, a number of secondary objectives are formulated, namely:  
 
 To undertake a theoretical investigation into the nature and importance of business ethics 
with particular reference to the financial services industry and life insurance sector in 
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South Africa, as well as the institutionalisation of business ethics in South African 
companies. 
 To generate a conceptual model of the factors impacting on business ethics in the 
financial services industry. 
 To develop a measuring instrument that will empirically test the relationships as 
described in the conceptual model.  
 To undertake an empirical investigation to examine the possible relationships between 
the dependent variable (unethical decision-making and behaviour) and the various 
independent variables identified during the literature review.  
 To provide guidelines to life insurance companies and other financial services providers 
in South Africa on how to effectively institutionalise business ethics in their businesses. 
 
Based on the proposed research objectives, the following research questions are formulated: 
 
 Why is business ethics important in the financial services industry in South Africa, 
particularly in the life insurance sector? 
 Which variables have an impact on ethical decision-making in life insurance companies 
and other financial service providers? 
 What types of business ethics programmes are implemented in the financial services 
industry? 
 What is the influence of personal characteristics on ethical decision-making and 
behaviour? 
 What is the impact of external factors (such as “significant others” and consequences of 
actions) on ethical decision-making and behaviour in the financial services industry? 
 How can business ethics best be institutionalised in a life insurance company?   
 
The subsequent section presents a brief overview of the research design and methodology used 
in the present study. 
 
 1.5 RESEARCH DESIGN AND METHODOLOGY 
 
In the next section the research design, methodology and methods used during this study will be 
introduced briefly. In Chapter 6 these concepts will be explained in more detail. 
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1.5.1 Research design 
 
Research design provides the “glue” that holds a research project together. The research design 
provides a framework for the research to be undertaken and illustrates how all the main parts of 
the study (samples or groups, measures, treatments or programmes, and methods of assignment) 
function together to address the fundamental research questions (Herbst & Coldwell 2004:35).  
The research design dictates the selection of an appropriate research methodology.  
 
1.5.2 Research methodology / paradigm  
 
In terms of the research methodology, both a qualitative and quantitative research paradigm will 
be adopted in this study. The qualitative research methodology will provide insight into 
respondents‟ attitudes, behaviours, value systems, concerns and culture, and will be used to 
inform business decisions, policy formation, communication and research. Focus groups, in-
depth interviews, content analysis and semiotics are some of the formal methods used in 
qualitative research. It also involves the analysis of any unstructured material, which includes 
customer feedback forms, reports and media clips (Ereaut 2007).  
 
In contrast, quantitative research is research aimed at reducing ambiguity through transforming 
perceptions into pre-structured, quantifiable categories. Popular methods used during 
quantitative research to acquire information include the use of existing statistics, observations, 
tests, questionnaires and experiments. Combinations of these methods are possible, although 
there are common themes. Some critique about this approach exists, especially about the use of 
experiments. Sometimes experiments are seen as rigorous because the researcher can control the 
variables (Alvesson & Deetz 2001:55-56). The quantitative research methodology will provide 
insight into the factors that influence unethical behaviour and decision-making, as well as into 
the mechanisms which life insurance companies use to institutionalise business ethics. 
 
The combination of qualitative and quantitative research methods in the same study is known as 
triangulation. Triangulation not only deepens and widens the researcher‟s understanding of the 
research topic, but will also increase the validity and credibility of the empirical results 
(Jacobsen 2008). 
 
The adopted research paradigms dictate the selection of methods to collect and analyse data. 
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1.5.3 Data collection 
 
Secondary and primary data will be collected in this study. 
 
a)     Secondary data 
 
The first step in this research process is to collect information regarding business ethics in 
general and in the financial services industry in South Africa in particular. A meticulous 
investigation with the aid of search engines such as Google and Yahoo will be undertaken. With 
the support of these Internet search engines, more detailed information will be collected on 
ethical and moral issues relating to the financial services industry in South Africa. The Nelson 
Mandela Metropolitan Library, which has access to various national and international databases 
that consist of thousands of publications, dissertations and journals, will also be consulted.  
 
In the process of collecting information on business ethics, it was discovered that many prior 
studies on this topic have been conducted globally and nationally, but to the best of the 
researcher‟s knowledge, no previous studies have been conducted with regard to 
institutionalising business ethics in the South African financial services industry or specifically 
the life insurance sector. Many of the prior studies focused on the ethical behaviour of 
individuals or that of individuals in certain occupations such as accountants or counsellors, 
rather than institutionalising business ethics in an industry context (Flanagan & Clarke 
2007:488-518; Garcia, Froehlich, Kuletz & Dave 2008:21-26).  
 
The proposed literature study will demonstrate an understanding of business ethics in general 
and as applied to the South African financial services industry. Various business ethics topics 
will be discussed and applied in the framework of this research.  
 
Based on the literature review, a conceptual model will be developed and tested by means of an 
extensive empirical study. 
 
 
 
 
 
15 
 
b)     Primary data 
 
The collection of primary data calls for the identification of the population and the sample.  
 
i) Population and sample 
 
Both qualitative and quantitative primary data will be sourced from respondents in the life 
insurance sector. The motives for choosing this sector extends from the importance of the 
insurance sector as discussed in Section 1.2.4 and the latter part of Section 1.2.5 of this chapter. 
 
One of the key role players in the life insurance sector is Sanlam Ltd., which will serve as the 
case study for the qualitative research. The population of the qualitative investigation will thus 
consist of all employees working at the Sanlam head office in Cape Town, while the sample will 
be members that serve on Sanlam‟s ethical committee. Established in 1918, the group 
demutualised in 1998 and Sanlam Ltd. was listed on the JSE and Namibian Stock Exchange. 
The Sanlam Group conducts its business through Sanlam Ltd., the corporate head office, and 
three business clusters (retail, short-term insurance and investment). The group is a pioneer in its 
industry. The corporate head office takes responsibility for the Sanlam Group‟s centralised 
functions which include strategic direction, financial and risk management, marketing and 
communications, Group human resources and corporate social investment (CSI) (Sanlam 
2009a). 
 
Sanlam is a leader of transformation and in 2004 the Ubuntu-Botho transaction reinforced their 
position as a leading financial services group, based on quality black economic empowerment 
leadership and a comprehensive strategy to ensure meaningful and broad-based participation 
across South Africa. With regard to this study and thus more relevant, the Group is also actively 
involved in CSI programmes with a focus on education, HIV/Aids, and economic social 
development. Sanlam spent more than R19 million on a range of CSI projects during 2009, and 
was rated as best performer in the low-impact category of the JSE Socially Responsible 
Investment Index. The Ethics Institute of South Africa rated Sanlam as first overall in a 
benchmark study that assessed ethics capacities and practices among 20 large listed companies 
(Annual report 2009:6). 
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The quantitative investigation will focus on all life insurance companies across South Africa 
such as Old Mutual, Sanlam, Liberty Life, Metropolitan, Clientele Life and Discovery Life, all 
of which are listed on the JSE. Employees in these companies will form the population of the 
quantitative study. Five members of Sanlam‟s ethical committee will be interviewed for the 
qualitative study, and 303 respondents responded to the survey that formed part of the 
quantitative study. 
 
The qualitative and quantitative data sourcing are discussed next.  
 
ii) Qualitative data  
 
It was deemed necessary to use a case study approach for the qualitative study because there is a 
deficient body of knowledge with regard to this specific topic. A case study approach provides 
more in-depth and detailed data than other qualitative research methods. Methods usually used 
in a case study include documentary analysis, interviews and observations (Collis & Hussey 
2003:69). 
 
An interview schedule will be prepared to facilitate the semi-structured interviews. This 
schedule will consist of questions related to the factors that influence unethical decision-making 
and behaviour and the manner in which mechanisms to institutionalise business ethics are 
implemented. Qualitative data will be sourced from five members of Sanlam‟s ethical committee 
who have expertise in institutionalising business ethics in this company.  
 
iii) Quantitative data 
 
Quantitative data will be sourced by means of an on-line survey questionnaire. The 
questionnaire used for the quantitative research consists of two types of questions, namely 
single-response multiple choice questions and scaled response questions. A copy of the 
questionnaire is contained in Appendix A. This questionnaire is divided into four sections. 
Section A provides information about the demographic characteristics of the respondents. This 
includes information such as age, gender, home language, educational level, and experience of 
the respondent. A five-point Likert scale, anchored by descriptors ranging from (1) Strongly 
disagree to (5) Strongly agree, will be used in Sections B and D. These sections deal with the 
perceptions that the respondents have regarding the institutionalisation of business ethics and 
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variables identified during the theoretical investigation respectively. More specifically, 
respondents will be asked to indicate to what extent they personally believe these variables 
impact on unethical decision-making and behaviour in their organisation, as well as the manner 
in which mechanisms to institutionalise business ethics are implemented in their organisation. In 
addition to the five-point Likert scale questions, in Section C a few closed-ended questions are 
included in order to measure perceptions of respondents regarding the variables influencing 
unethical decision-making and behaviour. 
 
The size of the sample to whom this questionnaire will be distributed is unknown, as the link to 
the online survey will be internally sent to all employees in the various organisations, where 
they will be requested to complete the online survey. For reasons of confidentiality, contact 
persons inside the various organisations will send out the internal requests and be informed that 
a minimum sample size of 300 respondents is necessary for proper data analyses. Respondents 
will also be sourced by acquiring email addresses on the Internet and manually sending out 
requests to complete the online survey.  
  
1.5.4 Data analysis 
 
The qualitative data sourced during the semi-structured personal interviews will be recorded on 
type and then transcribed for analysis. A combination of grounded theory and general analytical 
procedure will be used to analyse the qualitative data. These techniques will be explained further 
in Chapter 6. With regard to the quantitative data, descriptive and inferential statistics will be 
calculated using Microsoft Excel and the SPSS statistical software package. More details on the 
research design and methodology will be provided in Chapter 6. 
 
1.6          PROPOSED CONCEPTUAL MODEL 
 
The preliminary literature study highlighted the importance of institutionalising business ethics, 
particularly in companies operating in the financial services industry. Based on the literature 
review (Chapters 2, 3 and 4), the conceptual model presented in Figure 1.1 is proposed. Claims 
are not made that the model has an exhaustive coverage of every possible factor influencing 
unethical decision-making and behaviour in the financial services industry, but is based on the 
factors that were most frequently identified during the theoretical investigation. This model will 
form an integral part of the research, and will be empirically tested.  
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As depicted in Figure 1.1, the independent variables influencing unethical decision-making and 
behaviour are consequences of actions, “significant others”, moral development, values/beliefs 
and individual traits. 
 
Figure 1.1: Proposed conceptual model: Variables influencing unethical decision-making 
and behaviour in organisations 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
1.7          SCOPE AND DELIMITATION OF THE RESEARCH 
 
As indicated earlier, the qualitative research will be limited to a case study of Sanlam Ltd. The 
researcher is of the opinion that Sanlam is a sufficiently large and diversified financial services 
provider for findings to be generalised to a certain extent to other financial services. The 
quantitative research will be extended to include a number of life insurance companies in South 
Africa that are listed on the JSE. 
 
1.8          CONTRIBUTION OF THE STUDY 
 
This study, which focuses on the institutionalisation of business ethics in the local financial 
services industry in general and the life insurance sector in particular, is important especially in 
this era of global financial uncertainty. The recent crisis has led to bankruptcy of large, well-
known commercial and investment banks as well as to large-scale unemployment, not only in 
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the financial services industry, but also in other sectors of the economy (Hasan 2010:5-10). 
 
In addition, stakeholders in the business arena are shocked, almost on a daily basis, by news 
headlines of corporate scandals. As depicted in the previous examples, immoral behaviour has 
no long-term benefits, and unethical firms will eventually fail. 
 
The findings of this research will identify the perceptions of employees in local financial 
services providers insurance companies about the factors influencing ethical behaviour. These 
findings will be interpreted in order to provide recommendations to management on how they 
can better institutionalise business ethics in their companies and thus maintain high ethical 
standards. This will not only assist management in dealing with ethical dilemmas that may arise 
in future, but will also be advantageous to consumers, investors and other companies in the 
financial services industry in the long run.  
 
1.9        PLAN OF RESEARCH 
 
Chapter 1 provides a general background to the research that leads to the problem definition, 
research objectives, literature overview, research design and methodology, conceptual model, 
scope of the research, and the contribution of the study. 
 
Chapter 2 will provide a theoretical overview of the nature and importance of business ethics 
particularly as it pertains to the financial services industry in South Africa. More specifically, 
business ethics and its various dimensions will be defined. This is followed by a discussion of 
the relationship between ethics and the law, the importance and benefits of ethical business 
practices as well as the dimensions and approaches of business ethics. In the latter part of this 
chapter, various theories and models pertaining to moral development and ethical decision-
making are explained.  
 
In Chapter 3 the institutionalisation of business ethics and the models that could influence 
unethical decision-making and behaviour will be identified.  
 
In Chapter 4 all the factors identified in Chapter 3 will be reviewed with regard to their 
meaning in the context of this study as well as their relationship with unethical decision-making 
and behaviour.  
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In Chapter 5 the proposed conceptual model will be explained in detail. The variables 
constituting the model will also be operationalised. 
 
Chapter 6 will consist of the research design and methodology. Various aspects pertaining to 
the research methodology and methods will be discussed in detail. Motives for the adoption of 
the specific research design and methodology will also be explained.  
 
Chapter 7 will present the qualitative data results that were obtained during the semi-structured 
personal interviews.  
 
Chapter 8 will present the quantitative data results. In this chapter all the raw data collected 
from respondents will be analysed and interpreted with the aid of appropriate data analysis 
methods.  
 
Chapter 9 will provide a summary of the research and empirical results. This chapter will 
include the conclusions and recommendations drawn from the study, and will identify possible 
shortcomings of this research. Finally, suggestions for future research will be presented. 
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CHAPTER 2 
BUSINESS ETHICS: A THEORETICAL OVERVIEW 
 
2.1 INTRODUCTION 
 
Business ethics relates to actions of employees inside an organisation as well as the actions and 
behaviour of an organisation as a whole. Solutions to organisational problems may have more 
than one alternative, and sometimes no right solution may seem obtainable.  Questions arise in 
terms of knowing the difference between right and wrong, good and bad, and harmful and 
beneficial regarding decisions and actions in organisations (Weiss 2006:7-8). To complicate the 
matter even further, not everyone agrees on what is morally right or wrong, good or bad, ethical 
or unethical (Lewis 1985:377).  
 
Neglecting business ethics is highly risky behaviour that can cost companies financially and in 
terms of reputation. As such, organisations must act ethically and operate with a long-term 
perspective in mind. Long-term sustainability entails financial sustainability which can only be 
achieved if organisations act ethically, as well as socially and environmentally responsibly. 
Careful attention should also be given to issues relating to corporate governance. Studies have 
shown that ethical organisations perform better financially over time (Baucus & Baucus 
1997:129-151; Sullivan 2009:12).  In this regard, Jennings (2003:xiv) remarks that running a 
thriving and ethical organisation is like running a marathon, not a sprint.  
 
This chapter provides a theoretical overview of the nature and importance of business ethics. 
Firstly, business ethics and its various dimensions will be contextualised within the financial 
services industry. This is followed by a discussion of the relationship between ethics and the 
law, and the importance and benefits of ethical business practices, as well as the dimensions of, 
and approaches to, understanding business ethics. In the latter part of this chapter various 
models pertaining to moral development and ethical decision-making will be explained.  
 
2.2 CONTEXTUALISING BUSINESS ETHICS 
 
It is important right from the onset to define the concepts business (economic activity) and 
ethics before various concepts of business ethics are addressed. “Economic activity” is defined 
as the production, consumption, exchange and distribution of goods and services at all levels 
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(Goldberg 2000:24). Rossouw and Van Vuuren (2004:2) likewise state that economic activity, 
or business, is any situation where individuals decide to willingly exchange economic goods and 
services. These goods and services are provided by three levels of society: the state, 
organisations of civil society, and individuals. Kaler and Chryssides (1996:17) narrowly define 
“business” as an entrepreneurial firm, with private ownership, a clear division between 
employer and employee, and out to make a profit from sales to customers. The widest definition 
includes any organisation engaged in supplying goods and services. In this study, the focus is on 
the provision of financial products and services, such as life insurance policies.  
 
Jeurissen (1997:246-254) argues that the three dimensions of economic activity, namely the 
macro, meso and micro dimension should be socially integrated. The micro-level is the level of 
the individual in the organisation. Meso is the level of the organisation, its structure and culture, 
whereas the macro is the level of institutions, the market, government and cultural traditions. 
 
The macro or systematic dimension represents the economic system within which economic 
exchange occurs. This wider policy framework is determined at national level by the state‟s 
political power. When business transcends national boundaries, trade agreements occur amongst 
international governments. The meso or institutional dimension portrays relations between 
economic organisations and others. These interactions can be between business and the state, 
organisations of society, or private individuals. The behaviour of those within the organisation 
towards those outside the organisation is important in this dimension. In contrast, the micro or 
intra-organisational dimension concentrates on the economic behaviour and decisions of 
individuals within the organisation (Rossouw & Van Vuuren 2004:2).  
 
It is evident that there is a difference between the three levels/dimensions of economic activity 
to which business ethics apply. However, it must be noted that although in theory these 
dimensions are distinguishable, in practice they are often interrelated. It is best explained with 
the aid of an example. If affirmative action becomes a strategic objective in the government‟s 
macro-economic policy (macro-level), it may be adopted as part of an institution‟s social 
responsibility programme. As such, the institution may support educational projects in 
previously disadvantaged communities (meso-level). The affirmative action policy could, 
however, also result in conflict within the company when employing staff (micro-level) with 
regard to affirmative action (Rossouw 2002:3). In a South African context, affirmative action 
could be a potential cause of conflict in both public and private organisations (Van Tonder, 
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Havenga & Visagie 2008:394). This is especially a problem in the financial services industry 
where there is a shortage of skills. While affirmative action programmes push for “the 
previously disadvantaged” to get first preference in organisations, this group of individuals are 
usually lacking in both experience and know how because of an inferior education system that 
they went through (Biyela 2007:2-3). Hence, organisations in the financial services industry 
should exercise caution when implementing an affirmative action programme as it could lead to 
a further lack of skills in this industry.  
 
Conversely, ethics concerns itself with what is good or right in human interactions. Ethics 
revolves around three central concepts: “self”, “good” and “other”. Ethical behaviour occurs 
when one does not only consider what is good for oneself, but also considers what is good for 
others. Each of the three central concepts must be included when defining ethics. Ethics is not 
only concerned with the interaction between “self” and “other” but with the interaction of all 
three central concepts. Should the concept “good” be ignored, the unique nature of ethics 
disintegrates.   
 
A similar situation occurs when the “self” is excluded from the definition of ethics. In such a 
case the concern is purely about what is good for others, without taking one‟s own (“self”) 
interest into consideration. It is dangerous to disregard one‟s own interests as it is a requirement 
for a reasonable and ongoing interaction with other people. When the “other” is excluded from 
the definition of ethics, selfishness occurs. The interests of both the “self” and “other” must be 
considered in order to sustain the very nature of ethics. To be concerned about what is good for 
oneself, although one‟s behaviour may have negative consequences for others, is selfish and 
unethical, and ignores the distinctive nature of ethical behaviour (Rossouw 2006:3-4). As 
indicated in Chapter 1, examples of selfish behaviour in the financial services industry in South 
Africa are rampant. A recent study by Temkin (2010) has shown that 71% of companies 
participating in the study discovered cases of fraud committed by their own staff. 
 
Some definitions of ethics state that it is a study of principles relating to right and wrong 
conduct, or the standards that govern the conduct of a person (Robbins & Decenzo 2004:54; 
McNabb 2005:43).  Similarly Sevenhuijsen (1998:37) defines ethics as the systematic and 
critical reflection on human action with regard to good and bad, and right and wrong. In this 
study, ethics will thus involve the consideration of the three central concepts (“good”, “self‟ and 
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“other”)  as described by Rossouw (2006:3-4), and will be defined as a study of moral principles 
and standards that distinguish right from wrong conduct. 
 
When ethics is applied to business, the implications of economic activity on the interests of 
those who are affected by such activity are considered (Rossouw 2006:4). The word “ethics” is 
derived from the Greek word “ethos” which means “custom.” In this sense, business ethics 
refers to the actual customs, attitudes, values and rules that operate in the business world. 
Alternatively, “ethics” also refers to an academic discipline, which studies and examines the 
customs, attitudes, values and rules by which people live. Ethics in the first sense (descriptive 
ethics) decribes how people behave and ethics in the second sense (normative ethics) prescribes 
how they should behave (DesJardins & McCall 2005:4). Ethics and the law can thus be 
misperceived. The next section seeks to clarify this misperception. 
 
2.3 ETHICS AND THE LAW 
 
Ethics and the law are sometimes misperceived as being one and the same thing. The idea that 
organisations can use the law as an ethical guide, much like the idea that organisations can be 
both ethical and profitable, is frequently viewed with cynicism. As the law represents important 
social norms, expectations and rules, it offers an interpretation of what behaviour should be 
discouraged and which is to be encouraged. Laws are, however, not always ethical, nor are laws 
and ethics the same thing (Browne, Meyer & Williamson 2004:12).  
 
It is widely assumed that because something is lawful, it must necessarily be morally acceptable. 
This belief is common at all levels of society. An example is doctors who regard the law as little 
more than an extension of their professional code of conduct. This acts as a convenient 
substitute for their judgment of conscience (Bristow 2001). It is indeed possible for a person to 
make a legal decision without actually considering the ethical aspects of the decision. This is, 
however, not a suggestion that a legal decision is unethical. Sometimes the law gives one an 
excuse to ignore the ethical aspects of a situation and thus the moral rightness or wrongness of 
behaviour (Hartman 2005:100). 
 
Rossouw and Van Vuuren (2004:4-5) assert that although there are similarities, there are 
significant differences between ethics and the law. Both ethics and the law strive towards 
determining what is right with regard to human interaction and society. The law determines 
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what is right and wrong through public and political processes, and utilises the state‟s power to 
ensure that all abide by the rules of the law. Alternatively, ethics originates from personal values 
such as the obligation to do what is right, as opposed to external pressures of the law. When a 
company publishes accurate information according to accepted accounting regulations, the 
company‟s actions are both legal and ethical. Exceeding a speed limit to rush an injured person 
to the hospital can be seen as illegal, but ethical. “Apartheid” in South Africa was legal, but 
unethical, whereas crimes committed against innocent people can be both unethical and illegal.  
 
Given this distinction between the law and ethics, it is evident that ethics goes beyond the law. 
Both legal compliance and a high regard for ethical principles are therefore important in 
organisations. The importance and benefits of upholding standards of ethics in the business 
environment are discussed next. 
 
2.4 THE IMPORTANCE AND BENEFITS OF INSTITUTIONALISING BUSINESS 
ETHICS 
 
The cost of unethical behaviour and the loss of reputation act as driving forces behind 
organisations‟ concerns with business ethics. Business ethics has become strategically important 
to such a degree that it cannot be ignored by organisations any more (Van Vuuren & Rossouw 
2003:2).  
 
Recent business scandals globally and nationally have demonstrated the destructive nature and 
the consequences of unethical behaviour (Chapter 1 Section 1.2.3). To organisations and 
employers, acting morally and legally means saving billions of rands each year with regard to 
lawsuits, settlements and theft. Other costs to an organisation include declining employee 
productivity, creativity and loyalty, ineffective information flow throughout the organisation, 
and absenteeism (Weiss 2006:10-11). The recent global financial crisis could also be seen as a 
result of unethical behaviour. Bank employees in the USA were granting sub-prime mortgages 
to candidates who were not credit-worthy, just to write more business.  
 
Drummond and Bain (1994:9) identify a number of reasons why organisations are interested in 
business ethics. High costs of corporate scandals result in low employee morale, increased 
employee turnover, difficulty in recruiting, and loss of public confidence in the organisation‟s 
reputation. 
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By creating an ethical business foundation, a firm can establish a competitive advantage and 
increase profits (Goessl 2009). As indicated in Figure 2.1, building an ethical reputation 
amongst employees, customers and the general public pays off (in financial terms).  
 
Figure 2.1:  The role of organisational ethics in performance 
 
 
 
 
        
        
        
        
        
        
        
      
 
 
 
 
 
 
Source:  Ferrell (2005:14) 
 
From Figure 2.1 it becomes clear that the more a company respects and takes care of its 
employees, the more likely it is that the employees will take care of the organisation. Important 
aspects that will contribute towards employee commitment and trust include a safe work 
environment, competitive salaries, and incentive schemes, as well as the fulfilment of 
contractual obligations towards employees (Ferrell 2005:16-18). On the other hand, investors 
also know that negative publicity, lawsuits and fines can lower share prices, reduce clients‟ 
loyalty, and threaten a company‟s long-term feasibility.  
 
Investors, too, are increasingly aware about ethics, social responsibility, and the reputation of 
companies in which they invest (Hofmann, Hoelzl & Kirchler 2008; Benson & Humphrey 
2008). Progressive asset management companies increasingly assist investors to purchase 
securities in responsible companies (Demystifying responsible investment performance – a 
review of key academic and broker research on ESG factors 2007).  
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The importance of employee and investor loyalty having been mentioned, the importance of 
customer loyalty cannot be ignored. Without clients there would be no business, and that is why 
customer satisfaction is one of the most important variables in a successful business strategy. 
Meeting customers‟ needs more effectively than competitors can lead to a competitive 
advantage over competitors, and survival in the marketplace (Doole & Lowe 2005:65). Building 
a long-term relationship with consumers is critical, and the public‟s trust is essential with regard 
to this. Contented customers will come back, but displeased customers will discourage friends 
and family from dealing with a specific business. It is always good to engage customers in 
cooperative problem-solving, so that they too have the opportunity to present their opinions and 
feedback (Ferrell 2005:16-18). 
 
The views of Drummond and Bain (1994:9) are more or less consistent with those of Van 
Vuuren and Rossouw (2003:2) regarding organisational interest in business ethics. The latter 
identify six motivational forces for organisational interest in business ethics, namely: reputation, 
trust, fraud, discerning investors and customers, investor confidence, and human potential, as a 
competitive advantage. Various motivational forces for why organisations are interested in 
business ethics are discussed in the sections to follow. 
 
2.4.1 Reputation 
 
An individual‟s reputation is built over time by perceptions that others accumulate of him/her. A 
reputation is built through numerous interactions, and consequently a good reputation is built on 
positive interactions while a bad reputation is developed through negative interactions or 
experiences over time. The reputation of a manager is determined by factors such as openness, 
competence, integrity, and benevolence. Consequently, if a manager wishes to develop his/her 
reputation, he/she must perform well with regard to these factors, and vice versa. These factors 
are closely linked to ethics and since reputation is closely intertwined with these factors, it is 
evident that ethical behaviour plays an important role in gaining a good reputation (Rossouw & 
Van Vuuren 2004:152). The beliefs and values of an organisation reflect in their reputation, and 
no organisation can achieve success in the long run without guarding its reputation very 
carefully. 
 
An organisation‟s reputation distinguishes it from its competitors, and could lead to a 
competitive advantage. Reputation can take years to build, but can be lost overnight. A 
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sustainable reputation is built on repeated transactions and experiences with an organisation. 
Historically, organisations have focused their attention on influencing shareholders to get a 
reputation.  During the 1990s, however, this changed, and the attention turned to customers and 
employees as well. International companies have recently learned that all the stakeholders of an 
organisation have an impact on its reputation (Moon & Bonny 2001:103). 
 
A good reputation is an organisation‟s best asset. It takes a lot longer to restore an organisation‟s 
bad reputation than it did for the damage to be done in the first place. There are various methods 
in which an organisation can protect its assets. Firstly, organisations should respect stakeholders 
as stakeholders can provide a valuable input to where an organisation can improve. Secondly, 
valid criticism must not be neglected, but acted upon quickly. Thirdly, longer-term modest 
growth should be aimed for, as the desire to make a quick short-term profit frequently leads 
organisations to make questionable decisions. Lastly, stakeholders need to see that an 
organisation is investing back into the community. It is therefore important that an organisation 
contributes to charity and engages in investments that have a measurable social impact (Lauren 
2008; Capital markets with a conscience 2009).  
 
Westcott (2005) goes even further and claims that business plans, innovative ideas and strategic 
moves are meaningless if an organisation does not have a good reputation in the eyes of its 
customers, employees and potential investors. Reputation is a fundamental concept, especially 
between two distrusting parties. Before an individual can get a credit card, for instance, a bank 
will usually check the applicant‟s credit history. Likewise, on an Internet auction site, the 
reputation (evidence that past buyers were satisfied) of a seller is considered an asset of great 
significance. Reputation is therefore used to justify or reason about trust, as explained below 
(Scmatikof & Talcott 2003).  
 
2.4.2 Trust 
 
The significance of trust is usually only realised when it is abused. Relationships are threatened 
when there is a state of distrust. Trust has an ethical dimension in the sense that to honour trust, 
the trustee needs to consider the interest of the trustor. From this it is possible to assume that 
trust equals moral behaviour, since the consideration of another person‟s interests is a core 
element of ethical behaviour (Rossouw & Van Vuuren 2004:148-149).  
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Trust and respect are the most difficult values for business managers to institute in an 
organisation. There are no short-cuts to trust, and being trustworthy is not something that 
business leaders can fake for long. The advantages of trust in an organisation are astounding, as 
an organisation that operates with trust will have more goodwill and fewer costly oversights. 
Organisations with high levels of trust are potentially more innovative because employees are 
not risk-averse. In a dynamic and fast-changing environment, internal and external stakeholders 
also find it easier to adapt to change when they feel secure with their leaders (Bowie 2002:346). 
 
With reference to external stakeholders, distrust will result in disloyalty by suppliers and 
customers towards the distrusted organisation. This in return could lead to serious reputation 
damage to the organisation, which could be irreversible (Van Vuuren & Rossouw 2003:3). 
 
All the corporate scandals in recent years have implicated a violation of trust. Stakeholders such 
as investors, employees, employers, suppliers and consumers suffered because of the misplaced 
trust in corporate management, auditors, lawyers, financial advisors and banks (DesJardins & 
McCall  2005:238-239). Fraud also impacts negatively on organisations as discussed below. 
 
2.4.3 Fraud 
 
“Fraud” refers to deceitful activities in order to advance one‟s own interests over those of others 
(Ferrell 2005:33). Fraud poses a threat to an organisation‟s assets. The protection of an 
organisation‟s assets is vital for its success.  
 
Despite numerous efforts to promote ethical behaviour in the financial services industry 
internationally and in South Africa, unethical behaviour still occurs. When an employee engages 
in deceitful activities in order to advance his/her own interests over those of others, fraud occurs. 
Generally speaking, fraud is a purposeful communication that misleads, conceals or manipulates 
facts in order to create a false picture or impression (Ferrell 2005:33). 
 
Results of the 2005 KPMG Africa Fraud and Misconduct Survey (2005:69-72) indicated that 
fraud is a major problem in business and is perceived likely to increase in the future. These 
results, however, indicated a slight decrease in perceptions as compared to the previous Africa 
Fraud and Misconduct Survey conducted in 2002. More than 75% of the South African 
respondents identified employees as being the foremost source of fraud in organisations, and the 
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majority of frauds were detected through informant/whistleblower processes. In the 2002 
survey, 88% of respondents indicated that employees were the source of fraud. Although these 
percentages have decreased, they are still high. More recently, the 2009 KPMG Fraud Survey 
results showed that nationally 74% of employees reported that they had personally observed, or 
had first-hand knowledge of, wrongdoing within their organisation. This result dovetails with 
KPMG‟s 2008-2009 Integrity survey.   
 
Fraud increases the cost of running a business which in turn decreases the competitiveness of 
business and as a result discourages investors. Investors would rather invest in a lower-risk 
environment with less fraud (Rossouw & Van Vuuren 2004:154-157). 
 
For fraud to occur, three specific elements must be present. These elements are depicted in 
Figure 2.2 and together are known as the fraud triangle (Burgin 2009).  
 
Figure 2.2:  The fraud triangle 
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Source:  Burgin (2009) 
 
From Figure 2.2 it is evident that the three elements of the fraud triangle are pressure, 
opportunity and rationalisation. Fraud can be fought by restricting the three dimensions of fraud. 
Pressure is what persuades someone to commit fraud, and can include anything from anxiety 
about paying bills to addiction problems or financial problems. Some fraud, however, is 
committed purely out of greed. An opportunity is a favourable condition that will enable a 
person to commit fraud. Failure to create or establish procedures that detect fraudulent activities 
in businesses increases the opportunities for fraud to occur. It is important that organisations 
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implement systems that will not place employees in positions to commit fraud. Rationalisation 
involves a person reconciling his/her unethical behaviour (fraud) with the commonly accepted 
ideas of civility and trust. Examples of rationalisation include a person avoiding paying tax and 
convincing (rationalising) him/herself that it is better to keep money because the government 
only wastes it. Another example could relate to a person taking money and convincing 
him/herself that he/she is merely borrowing the money because it will be repaid (Wells 2005). 
 
As mentioned throughout the chapter, unethical and unlawful behaviour affects not only a 
specific organisation but all its stakeholders. Stakeholders encompass a broad range of 
individuals as examined below. 
 
2.4.4 Organisations’ stakeholders 
 
There is immense pressure on organisations to recognise the importance of stakeholders and 
anyone that is indirectly influenced by the organisation‟s activities and decisions. Stakeholders 
are important in any organisation, and include employees, shareholders, government policies, 
customers and the society or local community (Hellriegel, Jackson, Slocum & Staude 
2002:133). 
 
In certain conditions, organisations will eventually be required to consider their impact on the 
general public, the environment and the common good of mankind. A sign of this is in the King 
2 and 3 reports on corporate governance, which are based on an inclusive stakeholder approach 
(Van Vuuren & Rossouw 2003:5; Temkin 2009).  
 
As organisations are formed, various groups of stakeholders are created. Some critics argue that 
organisations should assume more responsibility for their actions, while other critics believe that 
shareholders must be given the authority to monitor managers‟ performance, to assure that 
managers are held accountable for their actions (Abrams & Bond 1999:6). 
 
Identifying the interest of stakeholders should be part of any organisation. Stakeholder 
management is important for an organisation‟s performance, and means answering five 
important questions, namely: 
 
 Who are the stakeholders? 
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 What are the stakeholders‟ interests? 
 What opportunities and challenges do the stakeholders present? 
 What responsibilities does the organisation have to its stakeholders? 
 What strategies should management take to best handle stakeholders? 
 
Although superior technology is important in a successful organisation, human capital is even 
more important. As such, employees are classified as primary stakeholders. Organisations can 
design and build the most wonderful place in the world, but not without employees who 
translate the dream into a reality. As a result, organisations are unlikely to reach their full 
potential if they do not utilise and manage their employees properly. Over time, human capital 
creates financial capital. Organisations must respect individuals who unlock human potential 
(Van Vuuren & Rossouw 2003:9). 
 
Primary stakeholders such as ethically sensitive investors seek out organisations that meet the 
social responsibility criteria and use ethical practices. Organisations must consequently accept  
the strategic importance of morally discerning investors and consumers. Ultimately, confidence 
is generated by investors when they know they are investing in an organisation that is being 
managed in a responsible, transparent and accountable way. The demand for socially 
responsible investments is increasing globally and locally (Cox, Brammer & Millington 
2008:213; Viviers, Bosch, Smit & Buijs 2008:2). This suggests that investment decisions are 
based on both financial and moral considerations (Van Vuuren & Rossouw 2003:7; Hofmann et 
al. 2008:171-187). 
 
These motivational forces behind business ethics lead to numerous benefits. The benefits of 
managing ethics in the workplace are explained below. 
 
2.4.5 Benefits of managing ethics in the workplace 
 
Increased interest in business ethics yields several benefits for an organisation, most notably 
enhanced reputation and trust from stakeholders. Employees working for an organisation are 
likely to behave ethically when it is beneficial to them and the organisation. The employees can 
consequently be seen as moral agents. The concept of “moral agency” will be discussed in 
Section 2.8 of this chapter. 
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McNamara (1999:7) identifies various benefits of managing ethics in the workplace. An 
awareness of business ethics has not only improved society, but has also helped maintain a 
moral course in the workplace. Ethics programmes align employees‟ ethical behaviour with that 
preferred by the leaders of the organisation, and consequently business ethics build strong 
teamwork and productivity. When employees feel strong alignment between their own values 
and those of the organisation, they tend to react with strong performance and motivation. 
 
With the increased number of lawsuits because of organisations‟ unethical and unlawful 
behaviour, it is better to incur costs of implementing mechanisms that ensure ethical practices in 
the workplace, rather than having to pay legal costs at a later stage as a result of immoral 
behaviour. Ethics programmes tend to detect ethical issues and violations early. This way 
immoral behaviour can be reported and attended to in order to avoid criminal acts and fines. 
However, ethics should not be managed primarily for public relations. Ethical values in the 
workplace strengthen the unity and balance of the organisation‟s culture, legitimise managerial 
actions, improve trust in relationships between individuals and groups, support greater 
consistency in standards and qualities of products, and encourage greater awareness of the 
impact of the organisation‟s messages and values (McNamara 1999:7). 
 
Aquilar (1998:661) identifies the following benefits of business ethics which are more or less 
consistent with the benefits identified by McNamara (1999:7), namely the sense of pride and 
satisfaction that employees can derive from being part of a fair-minded organisation, the 
avoidance of costly legal affairs and scandals, and improved corporate relationships with 
stakeholders. As mentioned earlier, the financial services industry is perceived to be very 
unethical. As such, it is important that employees can derive a sense of pride and satisfaction if 
their organisation is not being labelled as an unethical organisation and hence, has a good 
reputation. Radvillas (2010) maintains that this increased pride of employees could in return 
lead to an increase in employee productivity and improve the performance of a company. 
 
There are three approaches to studying business ethics. The following sections discuss these 
different ethical approaches. 
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2.5 DIFFERENT APPROACHES TO UNDERSTANDING BUSINESS ETHICS 
 
Rossouw (2002:32-34) states that business ethics is a fairly young academic field of study; but 
the study of ethics itself is very old indeed. Since the time of the Greek philosophers, ethics has 
been studied in the Western world and in the East. Consequently the study of business ethics is 
informed and influenced by these traditions. Numerous approaches have been used in the study 
of ethics. Johnson (2000) identifies three such approaches the descriptive, prescriptive and meta-
ethical approaches, which are discussed below. 
 
2.5.1 The descriptive approach 
 
The aim of the descriptive approach is to provide precise descriptions and explanations of the 
general state of ethical affairs. The descriptions include explanations of the values or 
characteristics of ethical situations. The unique and outstanding feature of the descriptive 
approach is that it consists of descriptions only, and refrains from making value judgements 
about the phenomena that it describes (Johnson 2000; Rossouw 2002:32; Conradie 2006:4-5). 
Descriptive ethics would, for instance, be used in a survey that measures how respondents feel 
about affirmative action. In such a survey an accurate measure can be made of the percentage of 
respondents who accept (support) or oppose affirmative action (Rossouw 2002:32). A 
descriptive approach will be followed in the present study because a description of moral 
decision-making and behaviour of employees in the local life insurance sector will be given. 
Prescriptions or guidelines of how organisations in this sector could institutionalise business 
ethics will also be given. This introduces the next section, namely the prescriptive approach. 
 
2.5.2 The prescriptive approach 
 
Prescriptive ethics are distinguished from descriptive ethics in that they seek to prescribe certain 
forms of moral behaviour; the aim of prescriptive ethics is to prescribe. The prescriptive 
approach, also called the normative approach, entails making prescriptions or judgments about 
ethical issues. In other words, prescriptive ethics takes a definite stand about what is right or 
wrong, and justifies this position theoretically (Johnson 2000; Rossouw 2002:32; Conradie 
2006:4-5). In the affirmative action example, the prescriptive ethical position would be to take a 
moral position in relation to the issue and to provide a theoretical justification for this position 
(Rossouw 2002:33). To simplify, prescriptive or normative ethics studies ethical theories that 
35 
 
prescribe how people ought to act (Padilla 1993:8). In the present study, a prescriptive or 
normative approach will also be used.  
 
2.5.3 The meta-ethical approach 
 
Ethics is not in itself moral or immoral. Ethics reflects on morality, and meta-ethics reflects on 
ethics itself. Meta-ethics does not investigate specific moral issues, but instead focuses on the 
nature of morality. It investigates the basis (moral theories) upon which individuals make moral 
judgements. In the history of philosophy, a number of rival and contradicting moral theories 
have emerged. The meta-ethics approach investigates the dilemma of contradicting moral 
theories upon which moral decisions are based (Conradie 2006:4-5). 
 
Meta-ethics concerns itself with issues related to ethical judgements, but without offering the 
ethical judgements themselves. Definitions of concepts are considered. A meta-ethical approach 
to the affirmative action example would be to define the meaning of “affirmative action” and 
“justice.”  
 
Each of these approaches makes a positive contribution to the field of ethics. The ethical debate 
about affirmative action is a good illustration of the important contribution of the various 
approaches. The descriptive approach illustrates how people feel about affirmative action 
whereas the prescriptive approach creates an opportunity to discuss various points of view on 
affirmative action and to evaluate their credibility. The meta-ethical approach defines central 
concepts, and thus assists in understanding the process of moral decision-making (Rossouw 
2002:33-34). The meta-ethical approach falls outside the scope of this study.  
 
The following sections will present a number of theories in the field of business ethics. These 
theories are explained in the context of the different approaches as mentioned above. Their uses 
and limitations will also be outlined.  
 
2.6 BUSINESS ETHICS THEORIES  
 
Within each of the three approaches explained above, certain theories have gained importance 
over time as ethical thinking has developed.  
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2.6.1 The nature of descriptive ethics 
 
The aim of the descriptive approach to business ethics is to promote the understanding of actual 
circumstances concerning business ethics. Theories of moral development present a good 
illustration of the descriptive approach to the study of ethics, since such theories offer insights 
into the process of how one develops ethical values. Development psychologists Jean Piaget and 
Lawrence Kohlberg did ground-breaking research in this area in the 1930s and 1980s (Rossouw 
2002:35). This section will form an integral part of the empirical study.  
 
a)       Piaget and moral development 
 
In the 1930s Piaget observed and tested children regarding their moral decision-making. The 
results of his research were formulated into his “heteronomy-autonomy” theory of moral 
development. Although Piaget based his theory on the behaviour of children, he applied it to 
adults as well. Piaget suggested that moral development consists of two phases.  The first phase 
is called the ethic of heteronomy or morality of duty stage.  The second stage (maturity) is called 
the ethic of autonomy (Rossouw 2002:36). 
 
In the first phase of his moral development theory, he explained that children do what is 
expected of them, and therefore he regarded this as an inferior stage, though still important for 
future moral development. The locus of control (which refers to an individual‟s perception of 
how much control he/she exerts over an event in life) is thus still external, and the children 
depend upon a figure of authority to do the right thing.  
 
He went on to say that moral judgements are based on the consequences of an action and 
therefore if an action has a good result it is considered to be a good deed. The second stage is 
more important, given that the locus of control is now internal. This means that the child 
develops a notion of good and that he/she does what is good from inner belief, and  not because 
it is expected. Another way of explaining it is that in this stage the intention behind an action is 
not based on the consequences of the action, but rather on the focus of one‟s decision-making. 
The transition from heteronomy to autonomy occurs through co-operation and living with others 
as equals. It is then that the child realises that it is important to respect others (Rossouw 
2002:36; Shumaker & Heckle 2007:4). 
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Cognitive-developmental theorists, especially Piaget (1930s) and Kohlberg (1960s), studied the 
development of an individual‟s ability to resolve moral issues and the way individuals raise 
concepts of rights, duty and justice in order to deal with these claims. Moral development 
theorists assume that children actively acquire moral norms by socially creating them. Piaget 
claimed that adults interfere with moral internalisation because of the gross disparity of power 
between adults and children. He believed that parents‟ rules are enforced without children 
understanding the rationale behind them (Hoffman 2001:128). It is important to have some 
insight into Piaget‟s model, because as with Kohlberg‟s theory of moral development, it offers 
an insight into the process of how one develops ethical values.  
 
b)       Kohlberg and moral development 
 
Kohlberg argued that moral development is integral to the type of being an individual is, and 
cannot simply be added from outside and internalised (Puka 1994-xii). 
 
Kohlberg (1969) refined Piaget‟s theory of moral development in his empirical study that 
consisted of boys between the ages of 10 and 16, who were questioned about their moral 
judgements. Kohlberg‟s theory consisted of three levels, each of which was divided into two 
stages. The first level was called the “pre-conventional level”. The first stage of this level was 
called “heteronymous morality” and was consistent with Piaget‟s first phase of his moral 
development theory where moral behaviour is motivated by figures of authority. This moral 
behaviour is also motivated by fear of punishment, and the individual has little awareness of the 
needs of others. The second stage of this level in Kohlberg‟s theory represents a realisation that 
it is in one‟s own interests to do the right thing. In this stage, an individual has awareness of the 
needs of others, but not of right and wrong as abstract concepts (Kohlberg 1971). 
 
“The conventional level” (second level) consists of the third and fourth stage of Kohlberg‟s 
moral development theory. Stage three is where goodness enters into Kohlberg‟s theory. In this 
stage, a person realises the importance of being good to those close to one, such as friends and 
siblings. Stage four consists of applying these personal relationships to societal relationships, 
and thus conscience develops to a point where one is aware of commitments to all members of 
one‟s group, institution or society.  In stage four, individuals comply with law and order 
(Kohlberg 1971). 
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Stage five and six are collectively referred to as the “post-conventional level”. Stage five 
specifies what the content of one‟s ethical behaviour should be. Kohlberg believed that a 
common concern for the rights of individuals, as well as a concern for justice, is provided by 
securing the greatest good for the greatest number (utilitarian ethics). The last stage is 
characterised by a commitment to universal principles that surpass all other external 
responsibilities. Only the moral responsibilities that can stand the test of these universal 
principles are considered as legitimate moral prescriptions (deontological ethics). Although 
Kohlberg conducted his empirical research using a sample of male children, he was clear that 
his theory applied to adults as well. He stated that moral development is not age-dependent, but 
age-related, as moral development can only be reached after the end of adolescence (Kohlberg 
1971).  
 
Kohlberg‟s model will feature prominently in the empirical investigation of the present research.  
 
2.6.2 The nature of prescriptive ethics 
 
On the basis of rational arguments, prescriptive, or normative, ethics provides grounds for the 
reason why a certain course of action is morally desirable or acceptable. Prescriptive ethics can 
take one of two forms. It either provides general guidelines for deciding what is morally right or 
wrong, or it deals with the rightfulness or wrongfulness of a specific course of action. A moral 
theory is intended to provide guidance in deciding which actions are morally right or wrong. 
The next section will consequently concentrate on generic theoretical approaches to prescriptive 
ethics. Three important moral theories will now be introduced in order to illustrate how they can 
be used in business (Rossouw 2002:44).  
 
a)       Virtue theory 
 
Aristotle and Plato are the Greek philosophers who are the most closely associated with virtue 
theory. This theory holds that one should focus less on following rules, but more on being 
individuals of a certain kind. The challenge of an ethical theory is not to defend some rules to 
guide our behaviour and tell us what to do, but to describe the characteristics of a moral person. 
The virtue theory starts with the assumption that morality is both necessary and crucial for 
human beings. The crucial test, according to this theory of whether an action is right or wrong, 
is not whether it follows from a moral rule, but rather whether it is the kind of behaviour that 
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would be performed by an individual of good moral character. According to this theory, it is not 
possible to live with human dignity without being a well-developed moral being. People who 
discard morality are immoral beings, who miss their goal in life. Morality thus depends on the 
moral virtues of one‟s character (Boatright 1999:58; Rossouw 2002:45; DesJardins & McCall 
2005:24). 
 
In the financial services industry, and more specifically the insurance sector, brokers can be 
tempted to sell products to clients that result in more personal commission. Although it is not 
illegal to sell more expensive products, it is unethical to sell a product that is less appropriate to 
to the needs of the client in order to receive higher personal gain as a broker. This is a clear 
example of how virtue ethics applies to the financial services industry and how brokers should 
rather move away from rules and focus more on being individuals of a certain kind. 
 
b)       Deontological theory 
 
The deontological approach holds that some acts are right or wrong in principle, regardless of 
the consequences. Deontological ethics claims that moral action requires compliance with moral 
principles. The main idea in this theory is that there are limits that rational beings will place on 
their own behaviour. Deontological ethics holds that the right thing must always be done, even if 
it means doing the wrong thing in order to do the most good for the most people. Kant further 
believed that any valid moral rule is one that can be followed by everyone. The approach is 
based on universal principles (fairness, honesty, respect) regardless of the consequences 
(Boatright 1999:56; Rossouw 2002:50; DesJardins & McCall 2005:31; Weiss 2006:124). An 
example pertaining to this study is investors who invest only in socially responsible companies. 
By being a socially responsible investor, one does not have to compromise on financial returns 
(Viviers et al. 2008:4). 
 
c)       Utilitarian theory 
 
The utilitarian moral theory of John Stuart Mill and Jeremy Bentham claims that the morality of 
actions should be judged based on their consequences. In other words, actions are judged to be 
good or bad according to the consequences of the actions. The ends of an action justify the 
means taken to reach those ends. When one decides on a specific action, it makes sense to look 
at the consequences of that action and act accordingly. This theory contradicts the deontological 
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theory. Mill was convinced that actions are good if they contribute towards satisfying the 
ultimate goal of individuals. The ultimate goal is defined as happiness, and therefore behaviour 
should be considered good if it results in happiness for the majority of those affected by the 
specific action (Rossouw 2002:54; DesJardins & McCall  2005:27; Weiss 2006:120). A 
consideration such as “the greater good for the greater number” can also be applied to the 
financial services industry. In the past, unethical behaviour of some organisations in the 
financial services industry did not comply with the utilitarian theory, because unethical 
behaviour of some organisations (like Fidentia) resulted in thousands of pensioners, widows and 
orphans losing their savings. This is evidently not behaviour resulting in the “greatest good for 
the greatest number.” 
 
2.6.3 The nature of meta-ethics 
 
Ethical theories such as the utilitarian and the deontological theory contradict each other 
(Johnson 2007:4-9). Meta-ethics does not deal directly with the morality of an issue, but rather 
with concepts and ideas that define such issues. A typical meta-ethical question is, “Is it possible 
to tell whether one ethical theory is more valid than others?” Unless this question is answered, it 
is impossible to deal with the contradicting advice presented by various moral theories 
(Rossouw 2002:62). 
 
In the light of the above, the next section explains the critiques of the various moral theories 
discussed above. 
 
2.7 THE DILEMMA OF MORAL THEORIES 
 
Ethical theories allow one to explore moral dilemmas and gain a better understanding of the 
implications of a decision and an action. Additionally, moral theories may offer support for a 
decision where the usual justification is “it just feels right.” Moral reasoning can suffer from 
being too absolute (the belief that the same rule applies, no matter the circumstance) or from 
being too relativistic (the answer depends on the circumstance). Ethical theories can be divided 
into two categories: teleological and deontological. Teleological theories (utilitarianism) 
determine the ethics of an act by looking at the consequences (ends) of such an act, whereas 
deontological theory looks at the process (means) of the decision and not the consequences 
(Hartman 2005:6). 
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Moral theories are used as a framework to decide what one should do in a situation, or what is 
the right or wrong thing to do. According to Leeder (2007), there are many moral theories, but 
there is no one right theory. Alternatively, moral theories offer inconsistent advice. An example 
is the moral dispute regarding affirmative action. From a utilitarian perspective, affirmative 
action applicable to the finance industry is the right course, as it eradicates past injuries and it 
gives the victims of discrimination preferential treatment. This way, a more just and fair society 
is created and it contributes towards maximising the happiness of the greatest number of people 
in the society. From a deontological perspective, however, the same situation is judged very 
differently. The deontological perspective claims that people should be treated as an “end” and 
never as a mere “means to an end”. As the exclusion of young white men from job opportunities 
is often a result of affirmative action, it can be argued (deontological justification) that these 
young men are used as means to an end. These men are not judged according to their merits, but 
are pushed aside in the pursuit for social justice (Rossouw 2002:60).  
 
The most profound division among ethical theorists involves the claim that it is possible to 
know moral right from wrong, and the denial of this claim. This claim and counter-claim 
represent what one can know and cannot know. The position of what one can know is called 
“cognitivism” and the contrary position “non-cognitivism.” According to cognitivism, there are 
some objective moral truths which can be identified, just as one can know other truths about the 
world. Statements of moral belief can thus be true or false. On the other hand, non-cognitivism 
claims that assessment of moral belief is not possible. There is thus no truth or falsity, but only 
belief, attitude, emotional reaction and like (Kaler & Chryssides 2001:80-81). In some situations 
it is not possible to distinguish moral right from wrong. For example, some people might agree 
that abortions are morally acceptable, while others will disagree.  
 
To worsen the dilemma of contradicting moral theories and advice, moral theories do not offer 
any advice in dealing with situations where moral theories contradict each other. Consequently, 
moral theories complicate a problem instead of solving it. To find a way out of this dilemma of 
conflicting moral theories, it is necessary to move beyond the moral theories and into the 
domain of meta-ethics. On this level, the question no longer involves what is morally right or 
wrong, but instead the investigation now revolves around attempts to determine right from 
wrong. In order to solve meta-ethical problems, we need to gain some distance from the 
immediate moral problem and reflect instead on the underlying issue of whether one specific 
moral theory can claim to be more valid than another (Rossouw 2002:61). 
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Owing to various moral dilemmas that managers and employees are confronted with in the 
business environment, it is essential to have a framework in place to guide decision-making. The 
following section explains how ethical decisions can be made in the business environment. 
 
2.8 ETHICAL DECISION-MAKING  
 
Various models are proposed to guide a person in making an ethical decision when faced with a 
moral dilemma. A moral dilemma is any situation in which  an individual can find him/herself  
that requires a decision amongst alternative courses of action – this involves questions about 
right/wrong and good/bad (Bosch, Tait & Venter 2006:790-791). The person making the 
ethical/moral decision is also known as a “moral agent”.  
 
A question that became prominent in 1970 with the publication of an article in the New York 
Times Magazine by Nobel Prize winning economist, Milton Friedman, was whether 
corporations only have moral responsibilities towards their shareholders or whether they also 
have responsibilities towards the societies in which they operate (Rossouw, Prozesky, Van 
Heerden & Van Zyl 2006:104). Friedman (1993:162) denied that businesses are moral agents 
and have any other responsibilities towards society than obeying the law. He stated that business 
executives are employees of the owners of a company (the shareholders) and have a 
responsibility to make a profit for them. He argued that when business executives engage in acts 
of corporate social responsibility, they act outside their permission and competence.  
 
On the other hand, as individuals who work inside the corporation, they have moral 
responsibilities to the society that must be attended to in their personal and private capacity. 
They must devote their own time, energy and resources to moral causes, and not use resources 
of the corporation. Individuals who work inside the corporation are thus regarded as moral 
agents. Friedman further believed that when business executives spend corporate resources on 
socially responsible activities, they are actually stealing company‟s resources to spend on illegal 
objectives. These executives are actually diverting money away from shareholders, employees 
and customers. An example is when a company spends money on education in order to uplift the 
general skills level of its employees, or to up-skill members of the community with the intention 
of employing them in the future. This way, the company is acting in its own best interest and not 
engaging in social responsibility. Many have criticised Friedman‟s views regarding moral 
agency and social responsibility (Rossouw et al. 2006:104-107).  
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Philosopher Peter French argues that organisations should be moral agents, and thus have a 
responsibility to act in a socially responsible manner. French starts from the fact that 
organisations have intentions. He focuses on corporate decision-making processes (CID 
structures) and argues that they introduce stability into the corporate entity, which enables the 
organisation to stand on its own, regardless of changes in its constituency (owners, managers, 
etc.). Corporate nature is not eliminatable or reducible to an aggregate of individuals, but 
organisations have intentions and rights of their own, making them a moral person and agent 
(Kilpi 1998:165).  
 
Figure 2.3 below represents an ethical decision-making model. When faced with making 
decisions in a business situation, it is very important to first establish the facts about the 
situation as clearly as possible. Employees see the world and situations differently and 
consequently perceive certain situations differently. Once all the factual information is gathered, 
the moral dilemma must be identified. Businesses have a number of alternatives available in 
order to combat the moral dilemma. These alternative responses must be listed and evaluated 
from an ethical perspective. After careful consideration of the previous phases, a choice must be 
made amongst the alternative courses of action, and management must then act on that choice 
(Bosch et al. 2006:792:794). 
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Figure 2.3:  Ethical decision-making model 
 
 
 
 
 
 
 
 
Source:  Bosch et al. (2006:791) 
 
Figure 2.3 is a basic ethical decision-making model that can be applied to any industry. Some 
industries are more involved in unethical behaviour than others. The financial services industry, 
for instance, tends to attract the most attention because the biggest and most far-reaching 
scandals are taking place in this industry.  
 
Making an ethical decision can be complex. If an individual faces a personal moral dilemma, 
he/she has the luxury of making his/her own decision without consulting or reaching an 
agreement with other people. Conversely, moral disputes in business often involve two or more 
parties with contradictory moral views. In a situation like this, moral decision-making becomes 
much harder. There are three basic options available when faced with a moral dispute between 
two or more parties. These options are: 
 
 Irrational methods to solve the disagreement, such as violence or throwing a die to establish 
which of the rival opinions should be chosen. 
 Deferral of the dispute by declaring it in principle impossible to attempt to find a resolution. 
 Interaction of the rival parties, with the objective of finding agreement between them.  
          FACTS 
       MORAL DILLEMMA 
            ALTERNATIVE RESPONSE 
           ETHICAL EVALUATION 
          JUDGEMENT 
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The third option will be supported, as the first two seem to be invalid options in resolving moral 
disputes in the business environment. The first option seems to be a non-option because human 
relationships are too important to leave to chance or to discard to irrationality, and the second 
option because it results in ethical relativism (Rossouw 2002:66-71).  
 
Ethical relativists hold that ethical beliefs and values are relative to one‟s own feelings, culture 
and religion. Proponents of ethical relativism argue that it does not make sense to engage in 
moral dispute about what is right and wrong if there are no objective criteria to decide who is 
right or wrong. If it is impossible to conclude in a rational way which ethical theory is right and 
which is wrong, how can one argue which claims are right and which are wrong? (DesJardins & 
McCall 2005:4-5).  Seeing that it is difficult to distinguish which ethical theory to base one‟s 
decisions on, alternative strategies and decision-making models can be used. In an earlier 
section (Figure 2.3) a basic ethical decision-making model was already introduced. A number of 
other decision-making models, which are more or less consistent with the one presented, are 
explained next. These models assist moral agents to make decisions when faced with moral 
dilemmas.  
 
The Rational Interaction for Moral Sensitivity (RIMS) approach is a group decision-making 
strategy to use in the business environment. The purpose of the RIMS strategy is to construct a 
process of rational interactions between rival parties in a moral dispute, which will result in 
morally sensitive group decisions. Rival parties must be stakeholders and be willing to discuss 
the issue in a rational and tolerant way. All partners must understand the arguments and allow 
one another freedom to express and counter these opinions (Rossouw 2002:70-77). The RIMS 
moral decision-making approach can be summed up in three basic steps, as depicted in Figure 
2.4 below.  
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Figure 2.4:  RIMS approach to moral decision-making 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 Source:  Researcher‟s own construction 
 
Figure 2.4 illustrates the three basic steps of the RIMS strategy. The first step is to generate and 
evaluate arguments. The argument should take into consideration the interests both of oneself 
and of others. Arguments should be clear and understandable to everyone, and the facts of the 
argument should be accurate and logically consistent. The second step in the RIMS approach is 
to identify the implications of the decision. The focus must be on both the positive and the 
negative implications of the different arguments and not on participants‟ motives or moral 
beliefs. The last step in this approach is to find solutions that will minimise negative 
implications, while still retaining the positive aspects (Rossouw 2002:77). 
 
Various other ethical models exist for the resolution of ethical dilemmas, such as the Blanchard 
and Peale model,  the Front-Page-of-the-Newspaper Test model, and the Wall Street Journal 
model (Jennings 2003:30-31).  
 
The Blanchard and Peale model offers three questions that must be considered by managers 
when they face a moral dilemma. They should first ask if the situation is legal. If not, they must 
reject the moral issue. Secondly, they should ask if a problem is balanced. This entails managers 
considering other perspectives of stakeholders. Lastly, managers must feel comfortable with a 
moral decision. Although some decisions are lawful, managers may still feel uncomfortable with 
a decision (Blanchard & Peale 1988:27). 
 
        Generate and evaluate arguments 
          Identify implications 
           Find solutions 
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The Front-Page-of-the-Newspaper Test is a very simple model to test a moral decision. It 
involves a decision-maker envisioning how a reporter would describe a decision on the front 
page of a local or national newspaper. An organisation‟s reputation is on the line if the company 
is described inadequately, especially on the front page (Jennings 2003:30-31). 
 
The Wall Street Journal model is similar to the Blanchard-Peale model in that it proposes that 
any conduct must first comply with the law. The next step is to evaluate a decision‟s 
contributions to stakeholders, such as shareholders, employees and the community. Lastly, 
managers must envision the consequences of a decision, such as unfavourable headlines about 
the organisation (Jennings 2003:30-32).  
 
Harvard Ethics Professor Lynn Paine offers a four-part guideline for managerial ethical 
decision-making. Firstly, the purpose of the decision or action must be clear. In other words, 
what does the organisation want to accomplish? Secondly, the action must be consistent with 
relevant ethical principles, norms, codes, legal requirements and ideals. Thirdly, the decisions of 
an organisation must respect the legitimate claims of stakeholder groups. The fourth and last 
step of Paine‟s guide is to ask whether the individual has the power to take a specific action 
(Johnson 2007:78-79). 
 
The RIMS strategy and model proposed by Bosch et al. (2006:791) is rarely used in academic 
studies. The creator of the RIMS strategy also never used the RIMS strategy in a real business 
environment Naudé (2004:7). The practical usefulness of the strategy is thus questionable. It 
should further be noted that the Blanchard and Peale model, the Wall Street Journal model, and 
the Front-Page-of-the-Newspaper Test model are more suitable to an American/Westernised 
culture than the South African context. Researchers such as Prozesky (2005) caution that 
business ethics models need to be adapted to reflect African values, such as Ubuntu, when 
applied to the South African environment. This is especially relevant given the diverse cultural 
backgrounds of employees in the local financial services industry. 
 
2.9 SUMMARY AND CONCLUSIONS 
 
This chapter has presented an introduction to business ethics and has shown that ethics involves 
a consideration of what is good or right in human interaction. It has dealt with “good”, the “self” 
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and the “other”, and with principles and rules that define right or wrong conduct. Business ethics 
is defined exactly the same, but within a business context.  
 
It is evident from the literature review that ethics transcends the law. Organisations need to 
realise that ethical business practices are not only important to protect their assets, but also their 
reputation among all stakeholders. Moral agents face various business decisions that will 
influence their shareholders and stakeholders. Moral dilemmas occur when there are a number 
of alternatives to choose from when making a decision.  The separation between what is 
ethically right and wrong is unclear. Although a number of theories, strategies and approaches 
have emerged throughout the years to assist individuals in dealing with moral dilemmas, these 
theories and approaches are not consistent. The theories themselves lead to a moral dilemma 
because they offer contradictory advice. It is easier for an individual to solve a personal moral 
dilemma than a group of people with contradicting moral views. Various ethical decision- 
making models can assist moral agents when they encounter such moral dilemmas. 
 
As indicated in Chapter 1 Section 1.3, the purpose of this study is two-fold: firstly, to investigate 
the factors that influence unethical decision-making and behaviour in the local life insurance 
sector, and secondly to evaluate how business ethics are institutionalised at a sample of life 
insurance companies. As such, the next chapter seeks to explain the institutionalisation of 
business ethics as well as the models influencing ethical decision-making in companies.  
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CHAPTER 3 
INSTITUTIONALISING BUSINESS ETHICS AND MODELS THAT INFLUENCE 
UNETHICAL DECISION-MAKING AND BEHAVIOUR 
 
3.1 INTRODUCTION 
 
This chapter is divided into two sections. The first focuses on the institutionalisation of business 
ethics, by discussing ethical standards, ethical codes, code of conducts and reporting systems as 
means of institutionalising business ethics. The second part of the chapter identifies and 
discusses a number of models that explain unethical decision-making and behaviour. These 
factors are combined into a conceptual model which will be empirically tested in this study.  
 
3.2 INSTITUTIONALISING BUSINESS ETHICS 
 
Businesses can try to prevent the occurrence of unethical business practices in their 
organisations by setting clear ethical standards, institutionalising ethical standards, establishing 
a confidential reporting system, and dealing with offenders. In the next section, the importance 
of these mechanisms as means of managing ethics in an organisation is explained. 
 
3.2.1 Setting clear ethical standards 
 
Uncertainties regarding a firm‟s ethical standards should be clarified by establishing an ethics 
management programme. According to McNamara (2008), ethics programmes typically include 
corporate values, codes and policies to guide decisions and behaviour, and training and 
evaluating. An ethical programme provides direction in ethical dilemmas. Brenner (1992:391-
399) claims that many organisations have ethical programmes, but not all employees know 
about them. A corporate ethics programme consists of values, policies, and activities which 
affect the propriety of an organisation‟s behaviour. 
 
Ethical codes have traditionally been a distinguishing feature of professions, and in the last 30 
years they have become part of business practice. Ethical codes have gained such importance 
that they are sometimes mistakenly regarded as the only mechanism for managing business 
ethics. A code of ethics is a document or agreement that specifies morally acceptable behaviour 
inside an organisation. A well-written code conveys the principles to be followed by employees 
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in an organisation, and gives examples of these values in action. Sometimes other names are 
used to refer to a code of ethics such as credo, value statement, and standard of conduct, or a 
code of conduct. At the minimum, a code of ethics should lay down a foundation for conducting 
business. A code provides specific guidelines regarding what is expected from members in an 
organisation in specific circumstances, and it can spell out the consequences if someone 
disregards the code (Rossouw 2002:126-130; Moore, Petty, Palich & Longenecker 2008:52-53). 
 
Organisations sometimes publish their ethical codes because they feel that the public is entitled 
to know what standards of service they provide. Many organisations make a point of protecting, 
in a written code of practice, those ethical requirements which go beyond general legal 
requirements (Kaler & Chryssides 1996:184). Ethical codes can thus serve many purposes, 
namely to state an organisation‟s values and beliefs, to define the moral identity of the 
organisation, to set a moral tone in the work environment, to provide guidelines for right and 
wrong conduct, to control autocratic power, to serve business interests, to assist in ethical 
training of employees, and to offer a basis for adjudicating disputes inside an organisation 
(Weiss 2006:319). Sanlam‟s “Code of ethics and conduct” is presented in Table 3.1. 
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Table 3.1:  Sanlam’s “Code of ethics and conduct” 
 
Sanlam's commitment 
To society 
We will help 
o to enhance stability, peace and prosperity in South Africa and other countries in which we do business;  
o to uplift people; and  
o to protect the environment.  
To the authorities 
We will 
o comply with the law;  
o give you the accurate information you require; and  
o not influence persons in public office in order to obtain an improper gain.  
To our clients 
We will strive 
o to keep our products, services and advice competitive and of a high quality;  
o to give you adequate information;  
o to report accurately to you about our performance and prospects;  
o to deal with your claims and enquiries in a prompt and efficient manner;  
o not to delay or reject your claims without investigating them properly and giving reasons for our decision;   
o to uphold the letter and spirit of contracts with you; and 
o to protect the confidentiality of your information.  
To our employees 
We will strive 
o to provide a healthy and safe work environment; 
o to protect your dignity;  
o to give you the opportunity to develop your skills and potential in accordance with our operational requirements;  
o to maintain fair labour practices;  
o to promote open communication; and  
o to respect your right to freedom of association.  
Regarding employment equity 
We will strive 
o to promote a culture that respects the diversity of our employees;  
o to prevent unfair discrimination;  
o to give fair access to employment opportunities; and  
o to implement measures for the employment and development of disadvantaged persons on a planned basis.  
Regarding our advisers and brokers 
We will insist that they 
o do their business in an ethical manner;  
o provide products, services and advice that meet the needs of their clients; and  
o comply with specific codes of conduct that apply to them.  
Regarding the combating of crime 
We will 
o investigate alleged or attempted fraud and other crimes regardless of those involved; and 
o follow up the investigation with appropriate action.  
Regarding fair business practice 
We will strive 
o to compete fairly;  
o to prevent unethical conduct; and  
o to prevent misrepresentation of our products and services.  
Each manager's commitment  
I will 
o implement this code;  
o monitor its application;  
o try to ensure that all policy, procedures and actions conform to this code; and  
o endeavour to be a role model and give visible guidance and support with regard to the upholding of this code.  
Because we regard our integrity and high ethical standards as priceless assets, Sanlam has adopted a code of ethics and conduct. 
This code outlines our commitment to society, the authorities, our clients and our employees. 
 
 
Source: Sanlam (2009b) 
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From Table 3.1 it is clear that Sanlam is devoted to the highest standards of integrity and ethical 
conduct in dealing with all stakeholders. Sanlam‟s “Code of ethics and conduct” is established at 
board and general management level. Sanlam‟s ethical committee monitors compliance with the 
principles underlying the code of ethics. The ethical committee also investigates any ethical 
matters brought to their attention (Annual report 2008:68). 
 
In the next section, the institutionalisation of ethical standards is explained.   
 
3.2.2 Institutionalising ethical standards 
 
In order to ensure sustained ethical behaviour, an ethical organisational culture needs to be 
cultivated. Ethical standards must be institutionalised on a strategic, systems and operational 
level, as depicted in Figure 3.1. Goosen (2004:1-2) states that to address business ethics on the 
strategic level only, and only in the boardroom, is not sufficient. A business consists of various 
sub-systems. To implement ethics on one sub-system while ignoring others, will limit the 
impact of the institutionalisation in the organisation and create tension at the interface between 
the systems. A holistic, systems approach is thus necessary, in which business ethics is 
institutionalised into strategic plans, processes, management, communication, and culture of the 
organisation. 
 
Figure 3.1 presents the institutionalising of business ethics on the various levels, as well as the 
role players involved at each level. 
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Figure 3.1:  Institutionalising business ethics 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                       
 Source: Adapted from Rossouw & Van Vuuren (2004:250) 
 
It is important that the commitment to ethics is reflected in the vision and mission of an 
organisation, and in this way the organisation defines itself. Consequently, an organisation has 
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Strategising for ethics implies that once an organisation has identified the strategic importance 
of business ethics and has decided to make ethics part of the business, it needs to decide on a 
suitable ethics management strategy. In order to manage ethical performance, four broad 
strategies are identifiable, namely: the reactive strategy, compliance strategy, integrity strategy, 
and totally aligned strategy. According to Rossouw and Van Vuuren (2004:227-231) the 
reactive strategy, which is usually the starting point for most businesses, is a defensive approach 
that is used out of fear of scandals.  
 
The compliance strategy, on the other hand is a rule-based approach. Organisations that want to 
commit themselves to managing their ethics performance and support a directional code of 
ethics, implement this strategy. The code prescribes ethical standards of behaviour, and the 
importance of illicit behaviour is stressed. The objective of the compliance strategy is 
consequently to prevent unethical behaviour (Paine 1994; Jeurissen 2004). 
 
Jeurissen (2004), Paine (1994) and Rossouw and Van Vuuren (2004:229-230) are of the opinion 
that the integrity strategy is a value-based approach based on a limited number of broad and 
motivating guidelines that set the parameters of corporate ethical conduct. Organisations 
implementing this strategy recognise the importance of raising the level of corporate ethics, as 
well as the strategic importance of ethics. The purpose of this strategy is to enhance the level of 
ethical performance of the company. 
 
The fourth strategy, the totally aligned strategy, entails incorporating ethics seamlessly into the 
purpose, mission and goals of the organisation.  In a Totally Aligned Organisation (TAO), ethics 
is no longer viewed as just another aspect of the organisation that needs to be managed. 
Unethical behaviour in a TAO is regarded as jeopardising business success and undermining the 
reason for its existence. The objective of using a TAO strategy is to support ethics as a 
component of a business culture and purpose (Rossouw & Van Vuuren 2004:230-231). 
 
Systems need to be implemented in order to ensure that strategies are made real throughout the 
organisation. These systems include the recruitment, socialisation and training of employees. 
Firstly, an organisation must recruit and select employees who can align their ethical 
orientations with those espoused by the organisation. An organisation‟s recruitment strategy 
should thus be clear if it wants to attract people who can align their ethical orientations with 
those of the organisation. A selection interview or an integrity test is a helpful way to ascertain 
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whether a person‟s integrity will match that required by the potential employer, and to shape 
these expectations. Secondly, socialisation explains the process of becoming a group member. 
New employees are most susceptible to influence, and are open to instructions regarding their 
ethical behaviour in the organisation. Socialisation begins before an employee joins a new 
organisation as employees have expectations of the organisation that they have gathered from 
recruitment brochures, Web sites and other sources. Lastly, formal socialisation mechanisms 
start when the new employees “learn the ropes” by participating in training and orientation 
sessions. These sessions are developed to integrate the new employees into the organisation.  
 
Employees can be trained to understand, interpret and apply the organisation‟s code of ethics. 
They should be trained in their responsibilities to take part in creating an ethical culture as well 
as in the purpose of helplines and confidential reporting lines, as discussed in Section 3.2.3 
(Rossouw & Van Vuuren 2004:231-241; Johnson 2007:253). In relation to the above, Goosen 
(2004:24) notes that high-level individuals need to be assigned to oversee compliance with 
standards and procedures, and that these standards and procedures need to be communicated to 
employees through training.  
 
After the institutionalisation of ethics on a strategic level, and suitable systems for strategy 
implementation having been designed and implemented, ethical principles need to be applied in 
the daily activities of the employees of the organisation. This can be done through the inclusion 
of ethical requirements in job tasks, and the use of line managers and ethical role models to 
mentor, coach and train employees with regard to various ethical issues (Rossouw & Van 
Vuuren 2004:241-242). Mentorship is a confidential (one-to-one) relationship in which an 
individual uses a more senior and experienced person for guidance and as a sounding board 
(Bard & Moore 2000:256; Goosen 2004:44). Mentors should thus be well-trained on ethical 
principles before they embark on mentoring programmes (Goosen 2004:114). Employees need 
to display courage when making an ethical decision which could have adverse consequences for 
them. Moral courage is important, particularly as it can result in personal loss (consequences).  
Not everyone may agree with the decision of the employee. An example of moral courage is an 
employee who reports a co-worker for misusing organisational funds, especially if this worker is 
a close friend or even the boss (Ricks 2007).  Bennis (1996) believes that it is every manager‟s 
duty to set the climate for ethical behaviour based on mutual respect. In an organisational 
environment characterised by mutual respect, employees will be more willing to talk about 
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ethical issues and dilemmas. Managers should thus act as role models to other employees 
regarding ethical behaviour. This is often referred to as “setting the tone at the top”.  
 
Organisations should monitor, audit and provide safe reporting systems in order to prevent 
offences and recurrence. The next section discusses the establishment of a confidential reporting 
system. 
 
3.2.3 Establishing a confidential reporting system 
 
Confidential reporting is another system that an organisation can implement to institutionalise 
ethical standards. A review of the literature indicates that large organisations often develop 
organised ethics programmes in response to public scandals, potential misconduct and 
competitors‟ programmes. Ethics programmes include telephone hotlines as lines of 
communication to report grievances and enforce ethical codes. In contrast to these hotlines that 
act as normal communication channels between the organisation and employees, another more 
serious action to report illegal and immoral behaviour is whistle-blowing (Weiss 2006:322,411).  
 
An organisation will always look for loyal employees, but can an organisation expect that an 
employee must remain silent about wrong-doing? An employee who exposes malpractice 
(unlawful or unethical) in a business is known as a “whistle-blower”. Whistle-blowers are 
employees (or former employees) who sound an alarm outside the regular or standard 
communication channels to an appropriate audience that transcends the business in order to 
highlight any abuse or behaviour that is opposed to the public interest (Bosch et al. 2006:798).  
 
Internal whistle-blowing occurs when an employee acts as an informer in an organisation. An 
example is an employee that exposes other employees who steal in the organisation. External 
whistle-blowing occurs when an employee‟s organisation is involved in malpractice and such an 
employee exposes his/her organisation to a body higher and beyond the organisation (Kaler & 
Chryssides 1996:96). In order to restrict retaliation against whistle-blowers, they must remain 
anonymous. Anonymous reporting systems (whistle-blowing hotlines) are thus essential (Kohn, 
Kohn & Colapinto 2004:152). Employees in South Africa are protected from retribution from 
employers under the Protected Disclosures Act (No 26 of 2000). This act protects whistle-
blowers against dismissal or victimisation for reporting wrongdoing in organisations (ODAC 
2009). 
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Hotlines are usually monitored by an outside organisation. This organisation or agency does not 
trace the source of the information, but passes the information along, with any possible traces to 
the source removed. A reward system is a good way to encourage whistle-blowing. In a case 
where rewards are given to whistle-blowers, the agency provides possible informants with code 
numbers. Information along with the code number is reported to the organisation. After a due 
process of investigation into the issue and its legitimacy, the reward is made available at a bank 
where the informant can just present the code number supplied to him/her, without presenting 
any other personal information. Notice of the reward is usually published in the organisation‟s 
newsletters or website and the informant has a limited time to claim the reward (Rabin 
2003:459). Markopolos and Casey (2010:279) state that whistle-blowers need to be encouraged 
and compensated by offering a reward for the risks they take in reporting misconduct. Similarly, 
Miceli and Near (2005:108) explain that rewards for internal whistle-blowing would lead to 
greater internal reporting.  
 
From the preceding paragraphs it is evident that a whistle-blowing hotline needs to be 
complemented by a due process of investigation, and there should be a contact person or agency 
that has authority to respond to information supplied by an informant. Rewards and anonymity 
encourage whistle-blowing. In the KPMG 2005 Africa Fraud and Misconduct Survey, it was 
evident that there has been an increase in the number of whistle-blowing hotlines for employees 
in recent years. An example is Sanlam, whose employees have access to a fraud and ethics 
hotline in order to report unethical conduct. This is an anonymous reporting facility that 
guarantees the protection of the identity of employees who report unethical conduct. The board 
should be satisfied that adequate complaint and disciplinary procedures are in place to ensure 
the enforcement of the code of ethics, and to attend to any violations of the code (Annual report 
2008:68). 
 
3.2.4 Dealing with offenders 
 
Carroll and Buchholtz (2000:161) state that there are several cases of top management officers 
who have engaged in unethical behaviour but have retained their positions in their organisation. 
The same happens at lower level management when top management overlooks unethical 
behaviour of subordinates. In order to create a credible ethical climate, violators of ethical 
norms must be disciplined. This is becoming difficult in South Africa, as offenders in the public 
sector often go unpunished when found guilty of misconduct. In some cases offenders even 
58 
 
require substantial severance packages. This sets the tone for other want-to-be offenders, as they 
think they can get away with misconduct. 
 
Organisations that are ethically conscious have stipulations for disciplining violators. The 
foremost purpose is, however, to encourage compliance and not to administer punishment. The 
aim of reporting unethical behaviour is not primarily to get someone into trouble, but rather to 
prevent future misconduct (Thompson & Strickland 2003:445).  
 
In conclusion, Gibbs (2005:36) asserts that disciplinary efforts must be completed by 
communicating to all employees that by disciplining offenders, unethical behaviour will not be 
tolerated in the organisation. Management‟s unspoken approval of violations has undermined 
efforts to bring about an ethical climate in many organisations. 
 
In the next section the various models influencing unethical decision-making and behaviour in 
organisations are discussed. 
 
3.3 MODELS THAT INFLUENCE UNETHICAL DECISION-MAKING AND 
BEHAVIOUR IN ORGANISATIONS 
 
Various studies have been conducted pertaining to factors impacting on unethical decision-
making and consequent behaviour. Although these studies aid a researcher‟s information 
regarding the causes of unethical behaviour in organisations, they vary in scope and focus. Most 
of the studies focus on certain levels of influence on unethical decision-making and behaviour 
such as the micro- (personal/individual), meso- (organisational) and macro-levels (refer to 
Chapter 4 Sections 4.2-4.4 for a detailed discussion on these levels). Little research has been 
undertaken in a South African context. An example of factors impacting on unethical decision-
making and behaviour on the micro-level is an individual‟s personal attributes or beliefs, while 
factors impacting unethical behaviour on a meso-level include an organisation‟s policy and 
procedures (reward system). Lastly, culture and economic conditions could be seen as 
influencing unethical decision-making and behaviour on a macro-level (Naudé 2005:59). 
 
The rest of this chapter will focus on identifying and explaining these factors. This will be done 
by studying existing models of ethical behaviour. The discussion of the various models follows 
below in chronological order from the oldest to the most recent, since most authors have built 
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their models on previous literature and existing models. These models seek to explain the 
behaviour of some phenomena and to show causes and effects in related factors. In the context 
of the present study, behaviour is defined as a specific action which is preceded by decision-
making in order to guide a specific course of action or human behaviour.  
 
3.3.1 Bartels’ model for ethics in marketing 
 
According to Bartels (1967:21), marketing ethics forms part of general ethics in business, and a 
model in this sense is a logical framework in terms of which two basic questions might be asked 
and answered, namely: How are ethical standards set? and How are ethical decisions made?   
 
The following concepts have been incorporated into Bartels‟ model (1967:22) for ethics in  
marketing: 
 
 Ethics as a standard of rightness in behaviour. 
 
 Social interaction as the realm in which ethical judgement is made. 
 
 Non-economic and economic institutional influences upon personal behaviour through role 
participation. 
 
 Role expectations constituting ethical obligations through social sanction. 
 
 Social sanction, rather than technical requirement, as the basis for ethical judgement. 
 
In addition to the above, Bartels (1967:22-24) includes in his model for ethical decision-making 
in marketing: culture (law, respect for individuality, nature of power and authority, rights of 
property, concept of deity, relation of the individual to the state, values, customs and mores), 
non-economic influences (family relationships and religion), and economic influences (role 
expectations).  
 
3.3.2 Ferrell and Gresham’s contingency model for ethical decision-making 
 
Ferrell and Gresham‟s contingency model (1985:87) demonstrates how previous research can be 
incorporated to expose that ethical/unethical decisions are moderated by individual factors, 
significant others in the organisational setting, and opportunity for action. 
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The more individuals are aware of moral philosophies for ethical decision-making, the more 
influence these philosophies will have on their ethical decisions. In other words, formal 
education, family, social groups, educational system (ethics training, programmes and courses) 
and cultural backgrounds of individuals will influence ethical/unethical decision-making, 
because through them ethical philosophies and beliefs  are learned (Ferrell & Gresham 
1985:93). 
 
“Significant others” in the organisational setting, include top management and peers. Ferrell and 
Gresham (1985:93) propose that top management will have a greater influence on the individual 
than peers, because of power and demands for compliance (Ferrell & Gresham 1985:93).  
 
Opportunity to engage in unethical behaviour will influence reported ethical/unethical behaviour 
as explained in the fraud triangle in Chapter 2. Professional codes, corporate policy, and codes 
of ethics, rewards and punishment will consequently influence ethical behaviour.  
 
3.3.3 Trevino’s person-situation interactionist model 
 
Trevino‟s (1986:601) interactionist model of ethical decision-making in organisations combines 
individual factors with situational factors, to explain and predict the ethical decision-making 
behaviour of individuals in organisations. Kohlberg‟s moral development model, as discussed in 
Chapter 2 (Section 2.6) of this study, forms a major component of Trevino‟s model. 
 
This interactionist model explains that an individual‟s cognitive moral development stage 
determines how he/she thinks about an ethical dilemma, and decides what is right or wrong in a 
situation. Trevino suggests that an individual‟s cognitive moral development stage is not enough 
to explain ethical behaviour, and additional individual and situational factors interact with the 
cognitive component in order to determine how an individual is likely to behave when 
confronted with an ethical dilemma. 
 
According to Trevino (1986:602), three additional individual factors that influence ethical 
behaviour are ego strength, field dependence, and locus of control. Situational factors arising 
from the immediate job context and broader organisational culture include the organisation‟s 
normative structure, referent others, obedience to authority, responsibility for consequences, and 
reinforcement contingencies. Situational factors are particularly applicable to organisations that 
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find themselves in a financial struggle as a result of a recession. Employees in such 
organisations may feel compelled to comply with unrealistic orders from top management. Top 
management (authority figures) may, for instance, request employees to reach targets that are far 
too ambitious, especially during a recession. In addition, managers may offer rewards (positive 
reinforcement) for the attainment of financial goals and targets, which in turn could encourage 
employees to engage in unethical behaviour. An example is that of employees who will rather 
sell to customers products that do not meet their needs, if this will render the organisation more 
profit and ensure that targets are met and personal rewards are received. 
 
3.3.4 The Hunt -Vitell model 
 
The first test of the Hunt-Vitell model focused on the impacts of deontological and teleological 
factors (utilitarianism) on ethical intensions and judgements. While the deontological 
perspective on ethics focuses on the rightness and wrongness of behaviour irrespective of the 
consequences, utilitarianism is a teleological philosophy that determines the rightness of a 
behaviour based on its consequences.  Their model was based on a descriptive rather than a 
prescriptive approach. They found, amongst others, that consequences, intentions and situational 
constraints (significant others, opportunities) can explain ethical behaviour. Mayo and Marks 
(1990:163-171) also tested the Hunt-Vitell model. They focused on the influence of 
deontological and teleological evaluations on the ethical judgement of marketing researchers. 
Findings confirmed that both deontological and teleological evaluations influence ethical 
judgements. They also tested the relationship between ethical judgements and ethical intentions. 
The findings illustrated that the relationship between ethical judgment and intention to adopt an 
ethical alternative is attenuated when its implementation does not result in a preferred 
consequence (Singhapakdi, Vitell & Kraft 1996:245). 
 
3.3.5 Bommer, Gratto, Gravander and Tuttle’s behavioural model of ethical decision-
making 
 
Bommer, Gratto, Gravander and Tuttle (1987:265) developed a model which identifies and 
describes various factors that affect ethical and unethical behaviour in organisations. The model 
includes a decision-maker‟s individual attributes and social, government and legal work, as well 
as professional and personal environments. Their model also discusses the effect of individual 
decision-maker attributes on the decision-making process. These influences are linked with 
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ethical behaviour via the mediating structure of the individual‟s decision-making process, as 
depicted in Figure 3.2 below (Bommer et al. 1987:265). 
 
Figure 3.2:  A behavioural model of ethical decision-making 
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Source: Bommer et al. (1987:266) 
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3.3.6 Trevino and Youngblood’s multi-influence causal model 
 
Trevino and Youngblood (1990) developed a multi-influence causal model of ethical behaviour. 
In this model they included rewards, punishment, control, outcome expectancies, cognitive 
moral development, and locus of control, as factors impacting on ethical behaviour (Trevino & 
Youngblood 1990:378). This model is more or less consistent with Trevino‟s (1986:601-617) 
person-situation interactionist model presented earlier. The factors included in Trevino and 
Youngblood‟s multi-influence causal model (1990) are more or less consistent with other factors 
in models presented earlier in that they also include rewards, punishment, expectancies, moral 
development and locus of control. 
 
3.3.7 Stead, Worrell and Stead’s integrative model for understanding ethical behaviour 
in organisations 
 
Managing ethical behaviour in organisations is one of the most pervasive and difficult problems 
business organisations face today. Employees' ethical and unethical decisions are influenced by 
numerous individual and situational factors (Stead, Worrell & Stead 1990:233). Stead et al. 
(1990:233) reviewed various literature sources related to ethical behaviour and developed a 
model for understanding it within the business context. 
 
It was concluded in Stead et al.‟s (1990:233) research that managing ethics in organisations 
necessitates managers to engage in an intense effort, which entails espousing ethics, behaving 
ethically, and developing screening mechanisms. Furthermore, ethical training and ethics units 
should be provided, and ethical behaviour should be reinforced. 
 
In their model, Stead et al. (1990:237) identify the following factors that influence ethical 
behaviour in organisations: 
 
 Individual personality and socialisation factors (ego strength, machiavellianism, locus of 
control, gender roles, religion, age, work experience, and significant others) 
 Ethical philosophies (utilitarianism, rights and justice) 
 Ethical decision ideology  
 Ethical decision history 
 Past reinforcement of ethical decisions 
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 Organisational factors (managerial philosophy, managerial behaviour, reinforcement system 
and characteristics of the job) 
 External forces (economic conditions, scarce resources, competition, multiple stakeholders, 
political institutions) 
 
3.3.8 Robin, Reidenbach and Forrest’s moral intensity ethical decision-making model 
 
Jones (1991:379) offered a comprehensive explanation of why moral intensity (importance of 
the ethical issue) can influence ethical decision-making in an organisation. Robin, Reidenbach 
and Forrest (1996:17) extended his idea and created a similar construct (“PIE” – perceived 
importance of an ethical issue) to test ethical judgement and behavioural intention. The PIE 
construct is different from that of Jones (1991:379) in that Jones focuses on exogenous 
characteristics of the issue rather than individual perceptions.  
 
Actual characteristics of the issue can be perceived differently by different individuals or by the 
same individual over time, or even by the same individual in different situations. These different 
evaluations are due to the ethical sensitivity of the individual, moral development of the 
individual, organisational and individual values, situational pressures, relationships with 
superiors (peers/subordinates), factors in the physical environment, and opportunity for 
ethical/unethical behaviour. Murdock (2008:81) further explains that opportunity for fraudulent 
behaviour, together with justification and needs for fraudulent behaviour, constitute the fraud 
triangle. The fraud triangle (Figure 2.2) is an illustration that explains the drivers of fraud in 
organisations. As fraudulent activities are usually unethical as well, it is deemed necessary to 
include the element of the fraud triangle as a factor influencing unethical behaviour in 
organisations in this study. 
 
Robin et al. (1996:17) believe that the PIE construct is a closer and better predictor of 
behavioural intentions and decisions than the moral intensity construct suggested by Jones 
(1991).  
 
3.3.9 Harrington’s ethical decision-making model 
 
Harrington (1997:363) argues that despite of the existence of a large number of models that 
explain ethical decision-making, these models have rarely been empirically tested. Some models 
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focus on issue-contingent factors and others on individual characteristics that affect moral intent 
and judgement. In Harrington‟s research it is validated that both issue-contingent factors and 
individual characteristics affect two commonly proposed model components, namely: moral 
judgement (determination of what is right and wrong) and moral intent (what the individual 
intends to do relative to the ethical issue). An individual‟s judgement and actual behaviour as 
explained above are sometimes inconsistent. Personal consequences of the behaviour may be a 
reason for this inconsistency. 
 
Issue-contingent factors, namely social consensus (degree of social agreement that a proposed 
act is good or bad) and seriousness of consequences, both influence moral judgement and intent 
(Harrington 1997:363-364). The end to the “apartheid-era” is an example of strong national 
consensus bringing an end (in 1994) to a policy imposed by the South African government. 
Harrington (1997:363-364) also identifies individual characteristics of rule orientation and 
denial of responsibility that influence moral judgment and intent. These relationships are 
depicted in Figure 3.3.  
 
Figure 3.3:  Ethical decision-making components 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Harrington (1997:364) 
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3.3.10 Buckley, Wiese and Harvey’s dimensions of unethical behaviour 
 
Buckley, Wiese and Harvey (1998:284) explored, amongst others, the probability of being 
caught and punished, the level of self-esteem, high time urgency, aggression, personality and 
gender as determinants for students to act unethically (cheat) in a classroom situation.  
 
The results of the study indicated that to be caught and penalised, aggression characteristics and 
gender were the most effective predictors of the students‟ unethical behaviour. The male 
students reported a higher tendency to engage in unethical behaviour (Buckley et al. 1998:284). 
Although the sample of this study consisted of college students, the researcher is of the opinion 
that these factors that explained this unethical behaviour can be generalised to larger 
organisations.  
 
3.3.11 Brief, Dietz, Cohen, Pugh and Vaslow’s experiments regarding racism and 
authority as explanations of discrimination in the workplace    
 
Obedience to authority can be defined as “the power to make decisions that guide the actions of 
others”. The study by Brief, Dietz, Cohen, Pugh and Vaslow (2000:73) found that business 
justifications by legitimate authority figures led to participants‟ compliance in the form of 
discrimination relative to an unjustified condition. Brief et al. (2000:76-77) explained that 
authority in organisations may have a “dark side”. Lower-level organisational members can be 
seen as merely complying with the wishes of their superiors. These wishes can be contrary to the 
member‟s personal beliefs and values, and may even result in him/her committing immoral or 
illegal activities. 
 
3.3.12 Beu and Buckley’s ethical decision-making model 
 
Few ethical dilemmas lend themselves to easily identifiable answers, and many researchers 
suggest that ethical decision-making involves a complex interaction between the organisation, 
the individual, and a moral issue (Beu, Buckley & Harvey 2003:90). Beu, et al. (2003:90) tested 
Beu and Buckley‟s (2001) ethical decision-making model, which includes three main elements, 
namely the influence of accountability, the influence of the issue (moral intensity), and the 
influence of individual characteristics on ethical decision-making. They evaluated the following 
individual characteristics: cognitive moral development, personality, and demographics. Their 
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findings indicated that individuals with higher levels of moral development are more likely to 
behave ethically.  
 
3.3.13 Young and Koenigs’ investigation into emotion and moral cognition 
 
Young and Koenigs (2007:69) investigated the extent to which emotional processes underlie 
one‟s decisions about right and wrong. The conclusion and findings of Young and Koenigs‟ 
(2007:69) study indicated that not only are emotions (feelings) engaged during moral cognition, 
but emotions are also critical for human morality. As such, emotion is illustrated in Figure 4.1 as 
a factor influencing unethical decision-making and behaviour. 
 
3.3.14 Smith, Simpson and Huang’s model of corporate offending 
 
Smith, Simpson and Huang (2007:633) investigated corporate offending (why managers fail to 
do the right thing). They combined prior research on ethical decision-making in organisations 
with theory on corporate crime from criminology, to develop a model of corporate offending to 
test on a sample of managers. In their model, they included four main constructs, namely: 
formal sanctions, moral evaluations, outcome expectancies, and obedience to authority, which 
are related to each other, and to the dependent variable of corporate offending (Smith et al. 
2007:639). 
 
3.3.15 Salvador and Folger’s study of “business ethics and the brain” 
 
Salvador and Folger (2009:1) explained that over the past decade there has been a surge of 
interest in the study of the human brain and its neural mechanisms as they relate to decision-
making and behaviour.  
 
Neuroethics is the study of the cognitive and neural mechanisms underlying ethical decision-
making (Salvador & Folger 2009:1). As in the study of Young and Koenigs (2007:69-79), 
Salvador and Folger (2009:1) also found that emotion plays a critical role in ethical decision-
making and behaviour. Evidence suggests that individuals experience the emotion of satisfaction 
when they act fairly and do the right thing. 
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3.3.16 Watson, Berkley and Papamarcos’ value-pragmatics model of ethical decision-
making 
 
Watson, Berkley and Papamarcos (2009:11) included, together with situational factors, various 
personal value types that explain ethical decisions. Situational factors included reward and 
punishment, which are consistent with various other models (Trevino 1986; Ferrell & Gresham 
1985) explained earlier. Examples of personal value types are hedonism, power, benevolence 
and universalism. These value types will be explained in greater detail in the next chapter.  
 
3.4 SUMMARY AND CONCLUSIONS 
 
The chapter has explained various mechanisms (such as setting clear ethical standards, 
institutionalising ethical standards, establishing a confidential reporting system, and dealing 
with offenders) in order to manage ethics in organisations. In the latter part of the chapter 
various models were discussed that identified all the possible factors that could influence 
unethical decision-making and behaviour in organisations. In the next chapter, the relationship 
between these factors and unethical decision-making and behaviour will be considered. The 
factors that occurred most frequently in the literature review will be identified and integrated 
into the conceptual model. 
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CHAPTER 4 
FACTORS THAT INFLUENCE UNETHICAL DECISION-MAKING AND 
BEHAVIOUR IN ORGANISATIONS 
 
4.1 INTRODUCTION 
 
In the previous chapter a number of models illustrated various factors that explain unethical 
decision-making and behaviour in organisations. Two notes regarding the use of terminology in 
this chapter are appropriate at this point. Firstly, although decisions precede behaviour and is 
sometimes inconsistent with each other, in the present study it is assumed to be consistent. It is 
also easier to observe behaviour than thought or decision processes, reference will consistently 
be made to behaviour in the study. Secondly, reference will generally be made to unethical 
behaviour and actions (as opposed to ethical) as the former can be more easily observed (e.g. 
money disappearing as opposed to advising clients correctly on the pros and cons of a particular 
product).  
 
In the 16 models previously consulted, which dated back from as early as 1967 to the most 
recent in 2009, more than 40 factors that could influence unethical decision-making and 
behaviour were identified. This necessitated the grouping of factors into more simple categories. 
By examining these models, it became apparent that the factors influencing unethical decision-
making and behaviour can be divided into personal (individual) and external factors. Personal 
factors include attributes of the individual who is confronted with a moral dilemma, and 
consequently comprise micro-level factors. External factors include organisational factors as 
well as situational or issue-contingent factors, and consequently comprise meso- and macro-
level factors. A visual presentation of these factors is presented in Figure 4.1. Although Figure 
4.1 presents a holistic, interrelated model, no claims are made by the researcher that this model 
includes all possible factors that could affect unethical decision-making and behaviour. The 
factors depicted in this model were merely identified from a review of prior research on this 
topic which the researcher could source, given time and financial constraints. Although these 
factors are divided into personal/individual factors and external factors, it should be noted that 
they are related to each other. This will be explained in subsequent sections. 
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Figure 4.1:  A holistic, interrelated model of factors influencing unethical decision-making and behaviour in organisations 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
       Source:  Researcher‟s own construction
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4.2       MICRO-LEVEL FACTORS (PERSONAL/INDIVIDUAL FACTORS) 
 
Micro-level factors that could influence unethical decision-making and behaviour in 
organisations include individual traits, values/beliefs, cognitive moral development, 
demographic characteristics, and opportunity/needs/justification. 
 
4.2.1 Individual traits 
 
As indicated in Figure 4.1, “individual traits” refer to ego strength/self-conception/self-esteem, 
field dependence, locus of control, type “A” personality, time urgency, hyper competitiveness, 
emotions and intention/attitudes. These traits will now be discussed in greater detail. 
 
a) Ego strength/self conception/self esteem 
 
Ego strength, or self-esteem, is related to an individual‟s strength of conviction or self-
regulating traits. Self-esteem is defined as the extent to which individuals hold positive or 
negative views about themselves. According to the cognitive consistency theory, unethical 
behaviour is more consistent with low self-esteem (Aronson & Metee 1968:121-127; Verkuyten 
1996:248; Buckley et al. 1998:286; Valentine 1998:920). This may be because individuals with 
low self-esteem believe they cannot excel and accomplish goals without engaging in unethical 
behaviour such as cheating. On the other hand, high ego strength individuals are expected to 
resist impulses and follow their beliefs more than individuals with low ego strength. Individuals 
with high ego strength are therefore more likely to do what they think is right (Grim, Kohlberg 
& White 1968:239-252; Fritzsche 1997:89; Naudé 2005:104). 
 
b) Field dependence 
 
Field-dependent individuals make better use of external social referents to guide their behaviour 
than field-independent individuals, who function with greater autonomy (Trevino 1986:610). 
Field-independent individuals are therefore, to a certain extent, not reliant on external social 
referents to guide their decisions and behaviour. In ambiguous situations, the actions of field-
dependent individuals will be more consistent with the information provided by external 
referents than field-independent individuals. As a result, field-independent managers will exhibit 
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more consistency between moral judgement and moral action (Trevino 1986:610; Fritzsche 
1997:89). In the present study, field dependence is classified as an individual trait 
(personal/individual factor), although it is evidently also related to referent others (social 
referents) who form part of external, meso-level factors. This observation illustrates the 
interrelated nature of the model (Figure 4.1). 
 
c) Locus of control 
 
As indicated earlier, “locus of control” refers to an individual‟s perception of how much control 
he/she exerts over an event in life. An individual with an internal locus of control considers 
outcomes to be a result of his/her own efforts, whereas an individual with an external locus of 
control assumes that life events are beyond his/her control and are the result of fate, luck or 
destiny. Trevino (1986:610) is of the opinion that managers who have an internal locus of 
control will show more consistency between moral judgement and action because they take 
more responsibility for the consequences of their decisions than managers with an external locus 
of control. Internal locus of control individuals are thus less likely to engage in unethical 
behaviour (Rotter 1966:1-28; Miller & Minton 1969:369-380; Reiss & Mitra 1998:1581; Cherry 
& Fraedrich 2000:173; Shapeero, Koh & Killough 2003:478). 
 
d) Type “A” personality and time urgency 
 
A “type „A‟ personality” describes a person “who is aggressively involved in a chronic, 
incessant struggle to achieve more and more in less and less time, and if required to do so, 
against the opposing efforts of other things or other persons”. These individuals typically set 
increasingly more difficult goals that are beyond their reach (Friedman & Rosenman 1974:67; 
Rayburn, Overby & Hammond 2003:108). Individuals who are under great time pressure to 
complete a specific task are so engrossed in completing the assigned task that they pay little 
attention to the needs of others. According to a number of authors, such individuals are more 
prone to engage in unethical behaviour (Trevino 1986:614; Buckley et al. 1998:286; Sankaran & 
Bui 2003:24). 
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e) Hyper competitiveness 
 
Research has shown that unethical individuals sometimes display hyper competitive traits. Such 
individuals may take any steps to achieve a desired result, even if it means behaving unethically 
(Beu et al. 2003:93). Ryckman, Libby, van den Born, Gold and Lindner (1997:271-283) found 
that highly competitive individuals have less concern for the welfare of others, and are thus 
more prone to exploit, dominate and mistrust others. 
 
f) Emotions 
 
Salvador and Folger (2009:11-12) state that the importance of emotions in determining moral 
judgements has long been recognised by philosophers such as Hume (1978). More recently, 
Damasio (1994) proposed the Somatic Marker Hypothesis, which claims that human beings 
possess an internal “alarm” mechanism in the form of unpleasant gut feelings that direct them 
away from negative outcomes even before commencing any form of rational investigation. 
Although the hypothesis has been subjected to criticism (Dunn, Dalgleish, & Lawrence 2006), 
other evidence exists that supports the contention that ethical decision-making is based not only 
on intuitive, but also on emotion-based mechanisms, and that emotions represent a key 
component of moral decision-making (Haidt 2001; Casebeer & Churchland 2003; Young & 
Koenigs 2007). 
 
Ethical dilemmas involve emotional responses, and some individuals are easily swayed to a 
particular decision by emotion (Anderson & Davies 2000:717). 
 
g) Intentions/attitudes 
 
 
Although decision-makers have the ability to act in a morally responsible manner, there is no 
assurance that they will actually do so. The intention to act morally should first be present 
(Trevino 1986:605). The more favourably one evaluates a specific behaviour, the more likely 
one is to perform the behaviour. Attitude, an individual‟s judgement concerning whether 
engaging in a certain behaviour is good or bad, thus plays an important role in ethical/unethical 
behaviour (Fishbein & Azjen 1975; Gibson & Frakes 1997:161; Flannery & May 2000:642; 
Naudé 2005:117). 
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4.2.2 Values/Beliefs 
 
 
The following section still deals with the personal/individual factors that influence unethical 
decision-making and behaviour in organisations. Values/beliefs will now be discussed in greater 
detail, and include hedonism, universalism, benevolence, position, machiavellianism, ethical 
philosophies, decision ideologies, and past decisions. 
 
a) Hedonism, universalism, benevolence, position and machiavellianism 
 
 
Watson et al. (2009:12) identifies universalism, benevolence, hedonism, and power as important 
moral value types. “Universalism” is defined as an appreciation for the welfare of all people, 
and “benevolence” refers to having the qualities of helpfulness, forgiveness, honesty and 
enhancement of people with whom one is in regular contact.  A value type, namely “hedonism”, 
is defined as seeking pleasure and sensual gratification for oneself. “Power” relates to seeking 
social prestige, status and control. Du Toit (2008:4) suggests that individuals in higher 
organisational hierarchical positions are trusted more, and are thus in a better position to commit 
fraud. 
 
Schwartz (1994:19) has identified ten human values. They include amongst others, 
universalism, benevolence, power and hedonism. Schwartz (1994:19-45) has classified these 
values into a dimension called the “self-transcendence/self-enhancement dimension.” Self-
transcendence includes values (universalism and benevolence) that will motivate people to go 
beyond selfish concerns and endorse the welfare of others, while self-enhancement covers 
values such as power and hedonism that motivate individuals to pursue their personal interests 
(Schwartz 1992:43-44). 
 
For the purpose of this study, machiavellianism will also be classified as a value type as it 
relates to an individual‟s beliefs. A highly machiavellian individual believes it is acceptable to 
use manipulation, persuasion, or any means to achieve a desired result. Machiavellian 
individuals are not concerned about conventional morality, but do not totally lack morals.  They 
just operate under a set of ethical guidelines that conflict with conventional morality (Christie & 
Geis 1970; Hunt & Chonko 1984:30-42; Rayburn & Rayburn 1996:1209; Bass, Barnett & 
Brown 1999:183; Razzaque & Hwee 2002:307). 
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b) Ethical philosophies, decision ideologies and past decisions 
 
Ethical philosophies constitute a person‟s ethical system, ethical principles and norms. This 
normative structure influences behavioural decisions of an individual. Consequently, ethical 
philosophies such as utilitarianism (considering the greatest good for the greatest number), 
rights (protecting individual rights) and justice (social justice and happiness for all in life) will 
dominate the ethical decision-making and behaviour of individuals (Stead et al. 1990:234-235). 
More recently, ethical philosophies such as the ethics of care (feminism) and ethical relativism 
have also become popular. Stead et al. (1990:234-235) propose that an individual‟s past 
decisions play a significant role in his/her current and future decisions, and as decisions are 
reinforced over time, the individual develops an “ethical decision history”. The importance of 
cognitive moral development as a factor influencing decision-making is discussed next.   
 
4.2.3 Cognitive moral development and moral responsibility 
 
People often act unethically despite knowing that their behaviour is wrong. A possible reason 
why an individual‟s judgement and behaviour can be inconsistent lies in the personal 
consequences of the behaviour, as will be explained later in Section 4.3.4 of this chapter. 
Another reason for this inconsistency might be that a person uses neutralisations (justification) 
after a moral judgement has been made that causes intention to clash with moral judgements. 
One way of neutralising moral judgments is to deny responsibility for the results. An individual 
may or may not feel personally responsible for others. Pertaining to the financial services 
industry, fraudsters can steal clients‟ life savings without considering the impact on clients.  
 
Moral responsibility is an individual characteristic that ensures consistency between what a 
person says he will or should do and what he actually does, as well as acceptance of the 
consequences of his actions (Harrington 1997:364-366). Harrington (1997:367) proposes that in 
a situation that lacks social consensus, individuals who tend to deny responsibility for 
consequences will be more likely to engage in unethical behaviour.  Again, the interrelated 
nature of the model proposed in Figure 4.1 becomes noticeable. In this instance moral 
responsibility is linked with social consensus and consequences of actions that will be explained 
later as a meso-level variable. 
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Kohlberg‟s model of moral development, first developed in the 1960s, has been tested over the 
last 40 years, and it specifically underlines the reasoning aspect of moral decision-making. 
Kohlberg (1969:347) developed a theory of moral development with three broad levels to 
explain cognitive moral development. Each level consists of two stages. According to the first 
level, moral behaviour is concerned with consequences such as rewards and punishment. At 
level two, “right” behaviour is what conforms to expectations of good behaviour of the larger 
society or significant others. In the third level, “right” is determined by universal values and 
principles. Kohlberg‟s model of moral development is explained in more detail in Chapter 2, 
Section 2.6.  
 
4.2.4 Demographic characteristics 
 
Research shows that gender differences play an important role in ethical behaviour. Men tend to 
be more forceful, aggressive and persistent, whereas women tend to be more passive, dependent 
and indecisive (Powell 1990; Buckley et al. 1998:286). Women generally hold lower 
expectations and have lower self-confidence than men, and are thus less likely to engage in self-
serving behaviour. Women are more prone to obey the rules of society, regardless of the 
situation, whereas men are more likely to examine how their actions will affect others and 
themselves. Men sometimes act unethically if the ends appear to justify the means. Women have 
a lower propensity to engage in unethical behaviour than men (Buckley et al. 1998:286-287). On 
the other hand, as the pressure on women to perform in a male-dominated workplace is 
increasing, more women are punished for fraudulent behaviour (Piterman 2008:48). 
 
Several authors suggest that older individuals score lower on moral reasoning scales, while more 
educated individuals tend to score higher (Dortzbach 1975; Rest 1976; Eynon 1997; Cohen, 
Plant & Sharp 2001; Kracher, Chatterjee & Lundquist 2002). The researcher, however, feels that 
“wisdom comes with age” and as a result older individuals tend to be more ethical in their 
reasoning and actions. 
 
4.2.5 Opportunities, needs and justification 
 
Opportunities, needs and justification are the three elements of the fraud triangle as introduced 
in Section 2.4.3 of Chapter 2. These will now be discussed as factors influencing unethical 
decision-making and behaviour in organisations. 
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Financial pressures (needs) such as unexpected expenses can lead people to commit fraud to 
remedy the situation. Sometimes individuals feel they cannot fail because of their status or 
reputation. This is an example of social or political pressures that lead people to believe that 
they have a need to commit fraud.  They sometimes discover an opportunity to commit fraud 
(Murdock 2008:81). Du Toit (2008:2-4) comments that globalisation and technology provide 
more opportunities for white-collar crimes to be committed.  
 
Similar findings were reported in the 2005 KPMG Africa Fraud and Misconduct Survey. 
Because of changing technology, the speed and volume of transaction handling have increased. 
Technology makes it easier to gain access to organisations‟ records. Records of cash and 
inventory are increasingly being stored electronically, and this makes it even easier to 
manipulate records and misappropriate assets. Position and status of an individual are also 
related to an opportunity to commit fraud, as they may be in a position where they are trusted 
and in a better position to engage in fraudulent activities. Murdock (2008:81) notes that some 
fraudsters believe it is right to steal money from their organisation if they feel they have been 
overlooked for promotion. In this manner they justify their behaviour.  
 
The following section explains the meso-level factors that influence unethical decision-making 
and behaviour. 
 
4.3 MESO-LEVEL FACTORS (EXTERNAL FACTORS) 
 
Meso-level factors may be referent/significant others, role expectations/goals, organisation‟s 
ethical culture, consequences of actions, characteristics of the job, stakeholders, moral perception 
and intensity, and scarce resources. 
 
4.3.1 Referent/Significant others 
 
According to Ferrell and Gresham (1985:93), top management will have more influence on a 
person than peers because of power and demands for compliance. Referent others significantly 
influence ethical decision-making in organisations. If organisations are interested in improving 
the ethical behaviour of their employees, they should identify appropriate referent others, as the 
social learning theory indicates that individuals model the behaviour of others they regard as 
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important. Consequently, employees‟ behaviour will be significantly influenced by the 
behaviour of those with higher positions in the organisation (Trevino 1986:612).  
 
Individuals who work in organisations where legitimate authority is accepted in the daily 
activities of the work setting will obey demands from an authority figure even if it means doing 
the wrong thing, such as inflicting harm on others. Managers‟ ethical behaviour will also be 
significantly influenced by demands of authority figures (Trevino 1986:612; Andersson & 
Bateman 1997:449; Sims & Keon 1999:393; Jackson 2000:349). 
 
“Social consensus” is the degree of social agreement that a proposed act is good or evil. On the 
one side, when strong social consensus is present regarding some ethical issue, it may lead the 
individual to understand that the behaviour is wrong, and may prevent him from doing the 
wrong thing. On the other hand, a person who is more rule-orientated or is making a judgement 
on an issue with little social consensus against the behaviour, is more likely to agree with or 
engage in unethical moral judgement (Harrington 1997:364-366). 
 
4.3.2 Role expectations/Goals 
 
According to Bartels (1967:23) ethical standards are formed by the expectations which occur 
among economic participants. There is always a standard where ethical judgement is involved. 
Standards differ, and as a result what may be regarded as ethical according to a specific standard 
in one culture or organisation may be unethical in another. Ethical standards are created by the 
expectations in the economy itself and not only by non-economic expectations. A good example 
is that of a sales manager and salesperson. If the sales manager sets an extremely high sales 
quota for the salesperson, and exerting pressure on the salesperson to succeed, that expectation 
may have an ethical implication. The salesperson may resort to reprehensible practices in order 
to achieve the sales quota. The perception that an employee has regarding the expectations of a 
supervisor or manager could thus influence decision-making and behaviour (Bartels 1967:21-22; 
Sims & Keon 1999:393). From the discussion above, the relationship between role expectations 
and management (significant other) becomes evident. 
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4.3.3 Organisations’ ethical culture 
 
The literature reveals that the greater the financial benefit for unethical behaviour, the more 
likely it is that unethical behaviour will occur. The same applies to punishment: the less 
punishment for unethical behaviour is likely, the greater the probability for unethical behaviour. 
Quite a number of authors argue that professional codes of ethics and corporate policy that are 
strictly enforced will produce high levels of compliance in establishing ethical standards (Ferrell 
& Gresham 1985:93; Stohs & Brannick 1999:311; Somers 2001:185; Greenberg 2002:985; 
Peterson 2002:313). More details on codes have been presented in Chapter 3 Section 3.2.1. It is 
evident from the literature that a well-written code conveys the principles to be followed by 
employees of an organisation and provides specific guidelines of what is expected from 
members. Professional codes and policies that are enforced are connected with outcome 
expectancies such as reward and punishment. Outcome expectancies will be explained in the 
subsequent section where the link will become clearer.   
 
An organisation‟s culture can provide the collective norms that guide behaviour. Collective 
norms regarding what is appropriate or inappropriate behaviour can be used to guide behaviour 
and assist individuals to judge what is right, and who is responsible in a particular situation. In a 
strong normative culture, there will be more agreement between organisational members about 
what is ethical and unethical behaviour (Trevino 1986:612). Sanlam‟s “Code of ethics and 
conduct” (Section 3.2.1 of Chapter 3) guides its employees‟ behaviour and is thus an example of 
an organisation with a strong normative culture. 
 
4.3.4 Consequences of actions 
 
Correspondence between moral judgement and action is considerably higher when the 
organisational culture encourages the individual to be aware of the consequences of his/her 
actions and to take responsibility for them (Trevino 1986:613). 
 
Trevino (1986:614) asserts that reinforcement contingencies (rewards and punishment) will 
significantly influence the manner in which individuals deal with moral dilemmas. As the 
seriousness of consequences of an act increases, individuals tend to perceive behaviour that 
leads to those consequences as more wrong (Harrington 1997:364-366). 
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Deterrence theory states that unethical behaviour is inhibited or discouraged in direct proportion 
to the perceived probability of being caught, and the severity of punishment for the unethical 
behaviour. Outcomes thus influence individual propensity to engage in unethical behaviour 
(Buckley et al. 1998:286). In South Africa, various acts and legislation such as the FAIS Act 
(No.37 of 2002) are in place to penalise transgressors of the law. 
 
Accountability theory claims that individuals who perceive the need to defend their actions to an 
audience (reward or sanction) are more likely to conform to expectations of the audience 
(Tetlock 1992:331-377). According to Brief, Dukerich and Doran (1991:380-396), employees 
tend to make decisions based on the knowledge they have of the values of those to whom they 
are accountable (significant others). If they do not know these values, they use their own values 
to decide the ethical dilemma.  
 
Rational choice theory addresses the perceived probabilities and magnitudes of rewards and 
punishment. According to this theory, individuals are rational, and hence make decisions and 
behave based on the relationship between the potential risks and returns of a specific situation 
(Piliavin, Thornton, Gartner & Matsueda 1986:101; Michaels & Miethe 1989:870; Shafer, 
Morris & Ketchand 2001:254; Cherry & Fraedrich 2002:951; Barnett & Valentine 2002:338). 
 
4.3.5 Characteristics of the job 
 
According to research by Greenburg (2002:985) and Trevino (1986:611), the characteristics of 
the job itself, such as opportunities for role-taking and responsibility for the resolution of moral 
dilemmas, can influence ethical behaviour positively. Role-taking entails taking account of the 
perspectives of others. In organisations where it is the individual‟s job to be responsible for the 
frequent resolution of moral conflicts, such individuals are more likely to advance in cognitive 
moral development. If an individual advances in cognitive moral development, he/she could 
behave more ethically. Stead et al. (1990:236) argue that the more centrally a job is located in 
the communication network of the firm, the more ethical decisions the holder of that job is likely 
to make. 
 
The subsequent sections will discuss external factors, and more specifically, issues surrounding 
stakeholders. 
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4.3.6 Stakeholders 
 
With reference to external stakeholders, distrust will result in disloyalty by suppliers and 
customers to the distrusted organisation. This could lead to serious reputation damage to the 
organisation, which could be irreversible (Van Vuuren & Rossouw 2003:3). Stakeholders can 
play an important role in organisational behaviour, as unethical behaviour of an organisation can 
lead to negative consequences for the organisation, such as distrust and disloyalty by 
stakeholders. Another situation is where stakeholders could have an impact on the behaviour of 
individuals inside an organisation. An example is when a supplier offers benefits to an employee 
if the employee secures a contract with the firm for the supplier (Naudé 2005:97; Fritzsche 
1991:846). The reputation of companies operating in the financial services industry is indeed 
important, as a bad reputation could lead to distrust and disloyalty by clients. In the midst of the 
past recession, little trust was retained in the financial services industry because of bank failures 
worldwide, depleted pension funds, and non-availability of finance (Financial services tracker 
study 2009:5). 
 
4.3.7 Moral perceptions and intensity 
 
Perceptions regarding the ethical importance of an issue can be influenced by management 
relatively easily. Rewards and punishment, codes of ethics, and corporate culture can all be used 
to influence individuals‟ perceptions of the importance of ethical issue in the organisation 
(Robin et al. 1996:18). Robin et al. (1996:19) hypothesised that high levels of perceived 
importance of an ethical issue (PIE) will correspond with an unwillingness to behave in an 
unethical manner, and low levels of PIE will correspond with a greater willingness to behave in 
an unethical manner. The PIE construct was explained in greater detail in Section 3.3.8 of 
Chapter 3. 
 
Moral issues that affect those close to an individual, tend to concern him/her more than those 
affecting individuals with whom there is little or no relationship or contact. Individuals will 
consequently evaluate an ethical issue based on how they can create the greatest benefit to those 
close to them, and minimise any harm done to those that are distant (Beu et al. 2003:91). In the 
life insurance sector specifically, a broker or intermediary usually sells a product to a client. The 
individuals who manage these products/funds have little or no contact with the clients. This 
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could result in the mismanagement of funds, as a manager may have little concern for people 
with whom he/she has no relationship or contact.   
 
4.3.8 Scarce resources 
 
The scarcer the resource, the more effort organisations will make to obtain it, which could result 
in a greater likelihood of questionable illegal activities (Stead et al. 1990:236; Trevino 
1986:614). “Scarce resources” include time, money and equipment (McDonald & Nijhof 
1999:5). It has already been mentioned that individuals with high time urgency pay little 
attention to the needs of others. A link thus exists between scare resources (time) and a 
previously mentioned factor, time-urgent individuals. 
 
The following section explains some macro-level factors that also influence unethical behaviour 
as depicted in Figure 4.1. 
 
4.4 MACRO-LEVEL FACTORS (EXTERNAL FACTORS) 
 
Macro-level factors that could influence unethical decision-making and behaviour include 
culture and religion, economic conditions, political considerations, and legislation. 
 
4.4.1 Culture and religion 
 
Cultures differ across societies, and as a result dissimilar ethical standards arise across societies. 
What may be regarded as ethical in one culture can be unethical in another (Armstrong 
1996:1199; Allmon, Chen, Pritchett & Forrest 1997:183; Davis, Johnson & Ohmer 1998:373). 
 
Bartels (1967:23) further explains that attitudes nurtured in family relationships and religious 
concepts such as brotherhood, individualism and dignity, also influence ethical behaviour. For 
example, in some cultures, family organisation and solidarity result in exclusion or 
discrimination against non-relatives employed in their business. In church-dominated societies, 
instructions are set forth for consumption. 
 
These examples indicate that unethical behaviour can result from non-economic motivations 
(Clark & Dawson 1996; Tse & Au 1997; Wagner & Sanders 2001). South Africa could be seen 
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as a church-dominated society, which may cause society to adapt the values set forth by various 
denominations. These different values could result in different ethical standards across societies. 
 
4.4.2 Economic and political considerations 
 
Volatile economic conditions could lead to the undermining of ethical behaviour in 
organisations (Stead et al. 1990:236). Fritzsche (1991:847) believe that when people are 
struggling financially, this may lead to unethical behaviour. Similarly, Hoffman, Couch & 
Lamont (1998:239) suggest that when an individual‟s economic well-being is an issue, the 
tendency to act ethically diminishes.  South Africa and the rest of the world are currently (2010) 
recovering from a recession. This volatile economic climate may give rise to unethical 
behaviour in organisations, as many organisations and individuals are struggling financially. 
 
As explained earlier, scarce resources also include money. There is thus a link between scarce 
resources and economic conditions in that poor economic conditions, when financial resources 
are scarce, could lead to unethical behaviour.  A financial crisis can also give rise to a need for 
unethical or fraudulent behaviour. Fritzsche (1991:847) and Painter-Morland (2001:15) assert 
that political issues and tensions can influence ethical behaviour. For example, as explained by 
Rossouw (2002:60) the consequences of Apartheid are still seen currently in South Africa. To 
compensate for the inequalities created under Apartheid, the present South African government 
empowers previously disadvantaged groups by implementing various policies such as Black 
Economic Empowerment and preferential procurement. It has been argued that these policies 
create another disadvantaged group and are therefore unethical, as they lead to the “two wrongs 
don‟t make a right” fallacy. 
 
4.4.3 Legislation 
 
Laws and ethics are not the same thing, nor are laws always ethical. It is widely misperceived 
that when something is lawful, it is also morally acceptable. Legislation can lead to unethical 
behaviour because an individual may engage in a specific action because it is lawful, though 
unethical. Most people may also feel compelled to refrain from a specific action which is 
prohibited by law (Bommer et al. 1987:269; Wotruba 1990:37; Browne et al. 2004:12; Hartman 
2005:100). 
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4.5 SUMMARY AND CONCLUSIONS 
 
After the introduction in Chapter 3 of several models dealing with unethical decision-making 
and behaviour in organisations, this chapter has explained the meaning and relationship of these 
factors in more detail. From the 16 previous models consulted, more than 40 factors were 
identified. This necessitated the grouping of factors into simpler categories, namely personal 
(individual) and external factors. Personal factors include attributes of the individual who is 
confronted with a moral dilemma and consequently comprises micro-level factors. The most 
important ones discussed in this chapter were individual traits, values/beliefs and moral 
development. 
 
External factors included organisational factors as well as situational or issue-contingent factors, 
and consequently comprised meso- and macro-level factors. Although these factors are divided 
into personal/individual factors and external factors, they are often related to each other, with 
several examples highlighted in the text.  
 
The next chapter will discuss the most frequently identified factors that could influence 
unethical decision-making and behaviour.  
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CHAPTER 5 
A  PROPOSED CONCEPTUAL MODEL OF FACTORS THAT INFLUENCE 
UNETHICAL DECISION-MAKING AND BEHAVIOUR 
 
5.1 INTRODUCTION 
 
The model presented in Figure 4.1 represented a holistic approach to the possible factors 
influencing unethical decision-making and behaviour in organisations. Given the scope of this 
study, the researcher will only focus on the most frequently identified factors, and no claims are 
made that the proposed conceptual model provides an exhaustive coverage of every possible 
factor influencing unethical decision-making and behaviour. Testing all the factors is not 
feasible at this level of study. It should, however, be noted that although this study focuses on 
frequently identified factors, it is applied to a new industry, the financial services industry in 
South Africa, making it a useful contribution to the literature.  
 
The proposed conceptual model and hypotheses that are to be tested in this study, as well as 
previous research supporting the inclusion of these factors in the conceptual model, are 
illustrated in Table 5.1. A limitation of this study is that secondary sources pertaining to the 
application of the factors that influence unethical decision-making and behaviour are rather 
outdated. This is due to the fact that there has not been much applied research on this specific 
topic in recent years.  
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Table 5.1:  Most frequently identified factors influencing unethical decision-making and 
behaviour 
 
Source: Researcher‟s own construct based on the sources indicated 
 
As depicted in Table 5.1, the most frequently identified factors influencing unethical decision- 
making and behaviour in this study are: consequences of actions; significant others; moral 
development; values/beliefs; and individual traits. Because of the way in which the factors are 
contextualised in the present study, the most frequently identified factors may differ from what 
similar/previous studies have found. Since values/beliefs and individual traits include numerous 
factors and not all of them were identified on a regular basis, only the following value types will 
be tested: hedonism, universalism, benevolence, power and machiavellianism. Self-esteem, 
FACTORS HYPOTHESIS SUPPORTING REFERENCES 
Consequences 
of actions 
H0
1
:   There is no relationship between 
consequences of actions and 
unethical decision-making and 
behaviour. 
 
 Ferrell and Gresham (1985) 
 Trevino (1986) 
 Vitell and Hunt (1986) 
 Bommer et al. (1987) 
 Trevino and Youngblood (1990) 
 Stead et al. (1990) 
 Harrington (1997) 
 Buckley et al. (1998) 
 Smith et al. (2007) 
 Watson et al. (2009) 
Significant   
others 
 H0
2
:   There is no relationship between 
significant others and unethical 
decision-making and behaviour. 
 Ferrell & Gresham (1985) 
 Trevino (1986) 
 Bommer et al. (1987) 
 Stead  et al. (1990) 
 Robin  et al. (1996) 
 Harrington (1997) 
 Brief et al. (2000) 
 Smith et al. (2007) 
     Moral     
development 
H0
3
:   There is no relationship between 
level of moral development and 
unethical decision-making and 
behaviour. 
 
 Trevino‟s (1986) 
 Bommer et al.  (1987) 
 Trevino and Youngblood (1990) 
 Robin et al.   (1996) 
 Harrington (1997) 
 Beu et al. (2003) 
 Kohlberg (1969) 
  Values/Beliefs 
H0
4
:   There is no relationship between 
values/beliefs and unethical 
decision-making and behaviour. 
 
 
 Bartels (1967) 
 Ferrell & Gresham (1985) 
 Bommer et al. (1987) 
 Stead et al. (1990) 
 Robin et al. (1996) 
 Watson et al. (2009) 
             Individual traits 
H0
5
:    There is no relationship between 
individual traits and unethical 
decision-making and behaviour. 
 
 
 Trevino (1986) 
 Bommer et al. (1987) 
 Trevino & Youngblood (1990) 
 Stead et al. (1990) 
 Buckley et al. (1998) 
 Beu and Buckleys (2001) 
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H0
1 
locus of control and personality type will also be tested, as these constructs appeared the most 
frequently in the literature. Consequently the following revised model (Figure 5.1) is proposed, 
and will also serve as the proposed conceptual model of the study. 
 
Figure 5.1:   Proposed conceptual model: Variables influencing unethical decision-making 
and behaviour in organisations 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This model will be discussed in more detail in the sections to follow. 
 
5.2    PROPOSED CONCEPTUAL MODEL 
 
As discussed in prior chapters and illustrated in Figure 5.1, the dependent variable in this study 
deals with unethical decision-making and behaviour in organisations. The independent variables 
are consequences of actions, significant others, moral development, values/beliefs and 
individual traits.  
 
5.2.1 Dependent variable: unethical decision-making and behaviour 
 
Decision-making is a process of choosing between alternative courses of action. Decisions 
precede behaviour, and although decisions and actions might not always be consistent, in the 
H0
3 
 
       UNETHICAL DECISION-MAKING AND 
BEHAVIOUR 
 
      SIGNIFICANT OTHERS 
 
CONSEQUENCES OF ACTIONS 
 
    MORAL DEVELOPMENT 
H0
2 
 
          H0
4 
 
          H0
5 
 
 
          VALUES/BELIEFS 
 
      INDIVIDUAL TRAITS 
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present study they are assumed to be so. The focus of this research will be on measuring 
unethical behaviour, as it is easier to observe than thought processes are.  
 
A multitude of studies on issues related to unethical behaviour exist. Most studies focus on 
terms such as misbehaviour (Vardi & Weitz 2004), rule breaking (Tyler & Blader 2005), and 
non-compliance (Ashforth & Anand 2003; Neil, Stovall & Jinkerson 2005). However, a 
prominent feature of unethical behaviour is that it concerns misbehaviours where there are 
fundamental interests at stake. Unethical behaviour is not limited to violations of official 
standards, rules and laws, but includes violations of informal norms (Kaptein 2008:3). 
 
Unethical behaviour in an organisation is not limited to only the violation of informal and 
formal organisational norms, but also of moral norms acceptable by the larger community 
(Bennet & Robinson 2000; Kaptein 2008). Lastly, unethical behaviour does not necessarily 
intend to bring harm. This is consistent with the deontological view on ethics (Chapter 2 Section 
2.6.2) which holds that behaviour can be wrong irrespective of the intended or unintended 
consequences of that behaviour (Kaptein 2008). In this study, “unethical decision-making and 
behaviour” will refer to the violation of formal and informal organisational norms as well as the 
norms of the society. Examples of unethical behaviour to be tested in this study will be: 
falsifying financial reporting of information; falsifying time and expense reports; stealing assets; 
providing inappropriate information to investors; trading securities based on inside information; 
violating contract terms with clients; and abusing organisational resources. 
 
In the subsequent sections, the independent variables influencing unethical decision-making and 
behaviour will be operationalised and discussed. 
 
5.2.2  Independent variables 
 
a) Consequences of actions  
 
Consequences of actions in this study will refer firstly to the extent to which financial benefits 
and recognition for behaving ethically could influence unethical decision-making and behaviour, 
and secondly to the threat of formal sanctions (e.g. job losses, demotion, imprisonment). 
Whether or not individuals are held accountable for their actions is also encompassed in this 
variable. 
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Hegarty and Sims (1978:451-457) evaluated ethical decision-making under different methods of 
reinforcement, and found that rewards of higher profits for unethical acts are positively related 
to the undertaking of these dubious acts. A good example in this regard relates to “kickbacks” in 
the tender process. 
 
As explained in Chapter 4 Section 4.3.4, support exists for the rational choice theory. In this 
regard Vitro and Schoer (1972:269) found that cheating among students occurred most often 
when there was a low probability of test success, low risk of detection, and high test importance, 
whereas Barnett and Valentine (2002:338) found that magnitude of consequences was positively 
associated with ethical recognition. Weber‟s (1996:1) findings indicated that as the level of 
magnitude of consequences decreases, the stage of moral reasoning declines. 
 
Other empirical research, such as Tittle and Rowe (1973:488) showed that the threat of being 
caught and punished served as a significant deterrent to unethical behaviour in college students, 
while Michaels and Miethe (1989:870) found that the perceived severity of punishment was 
inversely correlated with unethical behaviour. Similarly, Buckley et al. (1998:287) showed a 
negative correlation between the chances of being caught and penalised and the probability of 
engaging in unethical behaviour. Cherry and Fraedrich (2002:951) found that individuals who 
perceived higher levels of risk, expressed less intent to engage in unethical behaviour. Beams, 
Brown and Killough‟s research (2003:309) revealed no significant findings with respect to the 
likelihood of getting caught or the severity of the punishment. Their findings, however, 
indicated that individuals who expected higher gains were more likely to engage in unethical 
activities. Shapeero et al.‟s (2003:478) findings showed that a greater likelihood of a reward for 
reaching targets resulted in the intention to engage in unethical behaviour. 
 
Tenbrunsel‟s (1998:330) findings revealed that individuals in a high incentive opportunity were 
more likely to engage in unethical behaviour. This finding is important with regard to the scope 
of this study, as employees in the financial services industry are usually motivated with 
incentives to reach targets. Additional support for the rational choice theory as discussed above 
is evident from Shafer et al. (2001:254), who found that magnitude of consequences 
significantly influenced ethical judgments. Similarly, Barnett and Valentine (2002:338) found 
that magnitude of consequences was positively associated with ethical judgment.   
 
Based on the discussion presented above, the following relationship is hypothesised: 
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H0
1
:   There is no relationship between consequences of actions and unethical decision-making 
and behaviour 
 
b) Significant others 
 
In this study, “significant others” will refer to extent to which the influence of management, 
peers, authority figures and social referents could influence unethical decision-making and 
behaviour. For example, employees could model the behaviour of a manager or authority figure 
if they are uncertain which action to take when confronted with a moral dilemma. The well- 
documented (albeit older) research of Zey-Ferrell, Weaver and Ferrell (1979:557) revealed that 
perceptions of what peers did were a better predictor of unethical behaviour than the 
respondents‟ own beliefs. This finding contradicts DeFleur and Quinncy‟s (1966:1) model that 
suggested that internalisation of group norms is necessary in the development of deviant 
behaviour. In a later study, Zey-Ferrell and Ferrell (1982:587) again found that referent others 
inside an organisation significantly influenced ethical and unethical behaviour in an 
organisation. Carrol (1975:75) found that managers would rather go along with their superiors in 
order to demonstrate loyalty in terms of judgement calls.  
 
Significant others in an organisational setting clearly influence behaviour. Similarly, the 
empirical results of studies conducted by Baumhart (1961:156), Brenner and Molander 
(1977:57) and Bowman (1976:48) indicated that significant others had an impact on ethics 
inside an organisation. The results of these studies were consistent with those of Carrol (1975). 
Newstrom and Ruch‟s (1975:29) findings in a survey of marketing practitioners are also in 
congruence with the findings of Zey-Ferrell et al. (1979). In the same way, other empirical 
evidence exists that suggests that an individual will even inflict harm on others if asked to do so 
by an authority figure (Rosenhan, Moore & Underwood 1976).  
 
More recent research by Jones and Kavanah (1996:511) indicated that peer influence and 
manager influence positively and significantly influenced behavioural intentions. Jackson 
(2000:349) found that top management‟s attitude significantly influenced lower-level managers‟ 
decisions on ethical issues, while Sims and Keon (1999:393) found that employees‟ perception 
of supervisors‟ expectations was significantly related to ethical decision-making. Beams et al. 
(2003:309) found that peer pressure positively influenced the intent to behave unethically, and 
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Andersson and Bateman (1997:449) also found that certain individuals were more likely to 
indicate that they would perform unethical acts if requested by management. On the contrary, 
Robertson and Rymon (2001:455) found no significant findings with respect to commitment to 
relationship (significant others) and behaviour. Similarly, Razzaque and Hwee (2002:307) found 
no significant correlation between respect for peers and ethical judgement. Based on the 
discussion presented above, the following is hypothesised: 
 
H0
2
:   There is no relationship between significant others and unethical decision-making and 
behaviour. 
 
c) Moral development 
 
In the context of this study, “moral development” will relate to the extent to which an 
individual‟s level of moral development will influence unethical behaviour. Moral development 
is linked to authority figures, consequences of actions, respect for society, utilitarian and 
deontological ethics (See Section 2.6.1 Chapter 2).  Moral development and the link to these 
aspects offer insights into the process of how one develop ethical values. 
 
Manning (1981) found the same relationship between the moral development level and moral 
behaviour when he applied and tested Kohlberg‟s model as explained in Section 2.6 of Chapter 
2. Beu et al. (2003:100) claim that individuals with higher levels of moral development will 
behave ethically more often than those with lower levels of cognitive moral development. Beu et 
al.‟s (2003:100-102) findings support their claims. Stratton, Flynn and Johnson‟s (1981:35) 
findings correspond with the claims and findings of Beu et al. (2003:100). Stratton et al. (1981) 
used the six cognitive moral development stages to classify responses to an ethical dilemma that 
involved “padding an expense account”. Respondents who recommended padding the expense 
account used a rational/justification that corresponds to the first three moral reasoning stages. 
Respondents not padding the account used arguments consistent with stages four through six 
(higher levels of moral development).  
 
In the same way that Stratton et al. (1981) tested the relationship between ethical decision-
making and the levels of moral development, this study will make use of a dilemma (Section C 
in the quantitative questionnaire) to test the relationship between an individual‟s decisions and 
his/her level of moral development. 
 - 92 - 
Greenberg‟s (2002:985) findings indicated that individuals classified as conventional rather than 
pre-conventional stole significantly less money. Au and Wong (2000:90) found a negative 
relationship between cognitive moral development and ethical judgment. Owing to the design of 
their research instrument, a negative relationship implied that the higher the level of cognitive 
moral development of the respondent, the more ethical decisions would be made when the 
person was confronted with an ethical dilemma. Uddin and Gillett‟s (2002:15) findings 
indicated that low moral reasoners did not express higher intentions of fraudulent reporting, 
while Shapeero et al. (2003:478) had no significant findings relating to moral development and 
intent. Green and Weber‟s (1997:777) empirical results indicated that higher levels of moral 
reasoning led to more ethical behaviour, while Ryan‟s (2001:233) findings showed that moral 
reasoning was positively related to the helping others and sportsmanship.  Based on the 
discussion presented above, the following is hypothesised: 
 
H0
3
:   There is no relationship between level of moral development and unethical decision-
making and behaviour. 
 
d) Values/Beliefs 
 
In this study, “values/beliefs” refer to the extent to which values such as hedonism (e.g. seeking 
pleasure for oneself), universalism (e.g. appreciation for the welfare of all people) and 
benevolence (e.g. qualities of helpfulness, forgiveness, honesty and enhancement of people) 
influence unethical decision-making and behaviour. The extent to which an individual/employee 
possesses power and whether he/she is a machiavellian individual (e.g. an individual who 
believes it is acceptable to use manipulation, persuasion or any means to achieve a desired 
result) are also included in this variable. 
 
Watson et al. (2009:12) proposed that hedonism and power are positively related to unethical 
decisions while universalism and benevolence are negatively related to unethical decisions. 
Watson et al. (2009:17-19) empirically tested their propositions relating to hedonism, power, 
universalism and benevolence. Their empirical results were consistent with their proposed 
propositions. Similarly Crilly, Schneider and Zollo (2008:175) found that universalism and 
benevolence positively predict socially responsible behaviour. They could, however, not find 
support that power or hedonism are negatively associated with socially responsible behaviour. 
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Bass et al. (1999:183) found that high machiavellian individuals viewed questionable selling 
practice as more acceptable. Christie and Geis (1970), in their empirical investigation, found that 
individuals with high machiavellianism will engage in more unethical behaviour than 
individuals who are low in machiavellianism. Hegarty and Sims‟s (1978:451) findings were 
consistent with the findings of Christie and Geis (1970). Similarly, Beu et al. (2003:88) found a 
significant correlation between machiavellianism and the intention to behave unethically. 
Razzaque and Hwee (2002:307) found that machiavellianism is negatively related to moral 
judgement, while Schepers (2003:339) had no significant findings regarding machiavellianism 
and moral judgement. Similarly, Ross and Robertson (2003:213) had no significant findings 
regarding machiavellianism and behaviour. Rayburn and Rayburn (1996:1209) found that 
machiavellians are less ethically-oriented than non-machiavellians, and Verbeke, Uwerkerk and 
Peelen (1996:1175) also found that machiavellianism was negatively associated with ethical 
decision-making. Based on the discussion presented above, the following relationship is 
hypothesised: 
 
H0
4
:   There is no relationship between values/beliefs and unethical decision-making and 
behaviour. 
 
e) Individual traits 
 
In this study, “individual traits” will refer to whether an individual‟s ego strength (self-esteem), 
locus of control and personality type, has an influence on unethical decision-making and 
behaviour. Rest (1984:24) found that individuals with a high ego strength cheated less than 
individuals with a low ego strength. Graf‟s (1971:213) findings were consistent with those of 
Rest (1984:24) in that individuals with a low self-esteem in Graf‟s study engaged much more in 
unethical behaviour than those in neutral and induced high self-esteem groups. Similarly, Eisen 
(1972:68) found a positive correlation between self-esteem and honesty among male 
respondents. On the contrary, self-confidence can also be linked with justification. As a result, 
Warner and Buchman (2004:30) state that employees may justify their actions by saying “I 
won‟t get caught”. 
 
Haines and Leonard (2007:13) found that ego strength has a strong effect on ethical decision-
making. Their findings indicated that low ego strength subjects found questionable behaviour 
less acceptable and were less likely to engage in it. Researchers have shown that individual traits 
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such as self-esteem have an impact on the treatment of women and minorities. More 
specifically, research by Valentine (1998:920) and Verkuyten (1996:248) suggests that negative 
ideas about minorities and women (discrimination) are sometimes related to decreased self-
confidence. Individuals who have a high self-esteem are therefore more likely to accept women 
in the workforce because they are more cognitively flexible.  
 
Furthermore, Valentine and Fleischman (2003:328) findings indicated that self-esteem was 
negatively associated with traditional gender outlook and discrimination. Employees‟ self-
esteem, which influences gender outlook, thus plays an important role in an organisation, as 
gender empowerment and outlook in an organisation are increasingly becoming an important 
consideration for organisations and investors. A recent study in South Africa by Eccles, De 
Jong, Ndlovu, Coovadia and Smith (2009:15) showed that gender empowerment is perceived by 
financial services providers as being a very important consideration and one that is increasingly 
being integrated into investment decisions by local investors. 
 
Empirical results from Hegarty and Sims‟s study (1978:451) and that of Reiss and Mitra 
(1998:1581) suggest that individuals with an internal locus of control tend to behave more 
ethically than individuals with an external locus of control. Trevino (1986:601) proposed a 
model of ethical decision-making that is in congruence with the above-mentioned findings. 
Similarly, Trevino and Youngblood‟s (1990:378) findings are consistent with the empirical 
findings mentioned and the model proposed by Trevino (1986:601). Cherry and Fraedrich 
(2000:173) found that internal individuals indicate less intention to behave unethically than 
externals. Similarly, Shapeero et al. (2003:478) found that individuals with an internal locus of 
control are less likely to intend to engage in unethical behaviour. 
 
In contrast, Haines and Leonard (2007:13) suggest that external locus of control individuals 
generally found questionable behaviour less acceptable and were less likely to engage in it.  
 
Studies by Grimm and Yarnold (1984), Tang (1988) as well as Sparacino and Hansell (1979) 
linked college students with a high Type “A” personality with a strong need to achieve high 
grades. Johnson (1981) showed that individuals with high achievement motivation were more 
likely to cheat. Similarly, Perry, Kane, Bernesser and Spicker (1990) found that Type “A” 
students are more likely to engage in unethical behaviour. A study by Buckley et al. (1998:286) 
shows that individuals identified as Type “A” personalities have a higher propensity to engage 
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in unethical behaviour, especially if they are under time pressure. Sankaran and Bui‟s (2003:24) 
findings were in congruence with previous findings. They too found that ethical behaviour is 
inversely related to the Type “A” personality. In contrast, Rayburn and Rayburn (1996:1209) 
and Rayburn et al.‟s (2003:107) findings indicated that Type “A” personalities are more 
ethically orientated than Type “B” personalities. From the discussion presented above, the 
following relationship is hypothesised:  
 
H0
5
:   There is no relationship between individual traits and unethical decision-making and 
behaviour. 
 
5.3 SUMMARY AND CONCLUSIONS 
 
This chapter provided more insight into the factors influencing ethical decision-making and 
behaviour that occurred the most frequently in the literature. The dependent variable as well as 
the five independent variables, namely consequences of actions, significant others, moral 
development, values/beliefs and individual traits, were operationalised in this chapter. The 
various relationships of these variables contained in the conceptual model, were hypothesised.  
 
The proposed conceptual model and its underlying hypotheses are based on empirical and 
anecdotal evidence from various secondary sources, mostly business ethics literature. A great 
deal of interdependence amongst the variables constituting the conceptual model is evident. This 
was also explained in the literature review in Chapter 4, where the complex web of interactions 
among the factors influencing unethical decision-making and behaviour were identified.  
 
In the next chapter the research design and methodology of this study will be discussed. 
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CHAPTER 6 
RESEARCH DESIGN AND METHODOLOGY 
 
6.1 INTRODUCTION 
 
The previous chapters focused on the nature of business ethics and illustrated how broad the 
concept actually is. A proposed conceptual model of factors that influence unethical decision-
making and behaviour in organisations was also developed. This chapter will focus on the 
research design and methodology that was used in this study, which includes the research 
methodology and methods. All decisions are underpinned by the purpose of the study. 
 
As was indicated in Chapter 1 Section 1.3, the purpose of this study is two-fold: firstly, to 
investigate the factors that influence unethical decision-making and behaviour in the local life 
insurance sector, and secondly to evaluate how business ethics are institutionalised at a sample 
of life insurance companies. The theoretical enquiry was aimed at identifying the factors that 
influence unethical decision-making and behaviour in organisations, as well as mechanisms to 
institutionalise ethical standards. The objective of the empirical enquiry is to test the proposed 
conceptual model and associated hypotheses which were formulated based on the literature 
review. The relative importance of mechanisms to institutionalise business ethics will also be 
evaluated in the empirical investigation.  
 
6.2 RESEARCH DESIGN 
 
When constructing a building it is pointless to order materials or set dates for completion of 
projects unless one knows the type of building to be constructed. Is it going to be a factory or 
office building? Until this decision is made one cannot sketch a plan, obtain permits, design a 
work schedule or order any materials. Similarly, social research needs a structure or design 
before commencing with the data collection and analysis. The function of the research design is 
thus to ensure that evidence is obtained in order to answer the initial research questions, test 
theories, evaluate programmes, and accurately describe phenomena (De Vaus 2001:8-9). 
Alternatively, the research design “refers to the nuts and bolts of the study” (Kiefer 2005). A 
research design is the plan used for conducting the research, and is used to answer the questions 
and objectives of the study (Cooper & Schindler 2006:71). 
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The empirical research in this study involved both an experimental and descriptive research 
design. In experimental research, the researcher identifies independent and dependent variables 
of interest and examines their relationships (Goddard & Melville 2004:8). The independent 
variables are the cause, while the dependent variable is the effect and can thus be regarded as the 
result (Fox & Bayat 2007:79). In the present study, experimental research is used as the 
relationship between the dependent variable (unethical decision-making and behaviour) and five 
independent variables (refer to Figure 5.1) are examined. 
 
 A descriptive research design concerns itself mainly with what the researcher sees and observes, 
and thus what can be described in words and what can be concluded from those words. While 
data from experimental research designs is primarily quantitative in nature, data from 
descriptive research is considered qualitative (Leedy 1989:173). Descriptive research, also 
known as case-study research, may be used when the object of the research study is extremely 
complex (Goddard & Melville 2004:9). This specific study incorporates a case-study approach 
during the qualitative investigation as the researcher believes such an approach has the benefit 
of an in-depth analysis. Furthermore, the object of the research (the financial services industry) 
is extremely large and complex, and consists of numerous role players, which make it 
impossible to sample all of them. An attempt was however made to focus on a more 
homogeneous group by selecting respondents from the life insurance sector. The researcher is 
also of the opinion that the organisation studied in the qualitative enquiry, Sanlam, is a 
sufficiently large and diversified financial services provider for qualitative findings to be 
generalised to other financial services providers in South Africa. 
 
The chosen research design generally dictates the type of research methodology to adopt, a topic 
discussed in the next section.  
 
6.3 RESEARCH METHODOLOGY  
 
There are two main research methodologies (also called paradigms or approaches) namely a 
phenomenological (qualitative) methodology and a positivistic (quantitative) methodology.  
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6.3.1 Qualitative research methodology 
 
Qualitative research aims to achieve an in-depth understanding of a situation or phenomenon. 
The techniques used in the research seek to describe, decode, translate and come to terms with 
the meaning of certain naturally occurring phenomena in the social world (Cooper & Schindler 
2006:196-199). 
 
According to Alvesson and Deetz (2001:60), qualitative research is becoming increasingly 
popular in various fields. Arguments are based on claims that qualitative research makes 
possible broader and richer descriptions. Ideas and meanings of individuals are better 
understood and there is a better chance of developing empirically supported new ideas and 
theories. Disadvantages are that it is difficult to test theories and to make quantitative 
predictions. Additionally, results are also more easily influenced by the researcher‟s personal 
biases. 
 
In the light of the above discussion, Table 6.1 is presented to show the differences between the 
two research paradigms.  
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Table 6.1:  Comparison between the quantitative and qualitative research paradigms  
 
QUALITATIVE QUANTITATIVE 
The aim is a complete, detailed description. The aim is to classify features, count them, and 
construct statistical models in an attempt to 
explain what is observed. 
Researcher may only know roughly in advance 
what he/she is looking for. 
Researcher knows clearly in advance what 
he/she is looking for. 
Recommended during earlier phases of research 
projects. 
Recommended during latter phases of research 
projects. 
The design emerges as the study unfolds. All aspects of the study are carefully designed 
before data is collected. 
Researcher is the data gathering instrument. Researcher uses tools, such as questionnaires or 
equipment to collect numerical data. 
Data are in the form of words, pictures or 
objects. 
Data are in the form of numbers and statistics. 
Subjective - individuals‟ interpretation of events 
is important ,e.g., uses participant observation, 
in-depth interviews etc. 
Objective – seeks precise measurement & 
analysis of target concepts, e.g., uses surveys, 
questionnaires etc. 
Qualitative data are more 'rich', time- 
consuming, and less able to be generalized. 
Quantitative data are more efficient, able to test 
hypotheses, but may miss contextual detail. 
Researcher tends to become subjectively 
immersed in the subject matter. 
Researcher tends to remain objectively 
separated from the subject matter. 
 
Source: Neil (2007) 
 
Arguments in favour of qualitative research are based on claims that this type of research makes 
broader and richer descriptions possible, whereas ideas and meanings of individuals are better 
understood. On the other hand, it is difficult to analyse qualitative data. 
 
6.3.2 Quantitative research methodology 
 
Quantitative research aims at developing knowledge by examining cause-and-effect 
relationships; the reduction of specific variables in the analysis; and the use of statistical 
measurement and observation (De Vos, Strydom, Fouché & Delport 2002:79; Creswell 
2003:18). Additionally, quantitative research employs strategies such as experiments and 
surveys, and collects data using measuring instruments that yield statistical data. Disadvantages 
of this approach include the misunderstanding of survey questions, time-consuming data 
analysis, and the requirement of large samples for more accurate data analysis. None of these 
disadvantages were encountered in the present study. Advantages of a quantitative approach are 
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that the collection and analyses of data can be done cost effectively and interpreted 
mathematically and/or statistically (Collis & Hussey 2003:13; Farrington 2009:19).  
 
6.3.3 Research methodology adopted in this study  
 
 
The empirical enquiry of this study uses a qualitative as well as a quantitative methodology. The 
combination of these two methodologies in one study is known as triangulation. Triangulation 
not only deepens and widens the researcher‟s understanding of the research topic at hand, but 
also increases the validity and credibility of the results (Denzin 1970:297; Jacobsen 2008). The 
qualitative element of this study involved semi-structured personal interviews with experts in a 
leading life insurance company in South Africa. The qualitative research provided a better 
understanding of the various facets of business ethics in this sector. The qualitative enquiry also 
resulted in a deeper understanding of the institutionalisation of ethical standards in an 
organisation. 
 
The quantitative methodology involved the distribution of a survey questionnaire gauging the  
perceptions of respondents on specific factors that could influence unethical decision-making 
and behaviour in their organisations. Questions were also raised regarding to the 
institutionalisation of business ethics in their organisations.  
 
The adopted paradigm(s) generally directs the selection of the methods to collect and analyse 
data. These methods will be discussed in the next section. 
 
6.4 RESEARCH METHODS 
 
Sections 6.4.1 and 6.4.2 discuss the methods used to collect data when conducting qualitative 
and quantitative research. Both sections are applicable to the present study. 
 
6.4.1 Research methods employed in a qualitative study 
 
Methods used in qualitative research include documentary analysis, interviews and observations 
(Struwig & Stead 2001:80; Collis & Hussey 2003:69). The present research made use of semi-
structured personal interviews as this data collection method is less formal than a structured 
interview, yet provides more consistent information than an unstructured interview. It allows 
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two-way communication, and not all questions are formulated ahead of the interview, but are 
also created during the interview. 
 
6.4.2 Research methods employed in a quantitative study 
 
Popular data collection methods used in quantitative research include tests, questionnaires 
(survey) and experiments. In the present study, an electronic survey will be conducted, although 
combinations of these methods are possible. An advantage of using a questionnaire is that 
results can be mathematically and/or statistically interpreted and analysed. Conversely, 
respondents may also misunderstand a survey questionnaire. (Alvesson & Deetz 2001:55-56; 
Struwig & Stead 2001:80; Collis & Hussey 2003:69). 
 
6.5 DATA COLLECTION IN THIS STUDY 
 
Primary as well as secondary data were collected in this study. Primary data are original, 
unprocessed data that are gathered from first-hand experience. In contrast, secondary data are 
already collected and recorded in sources such as journal articles, textbooks, reports and 
newspapers. 
 
6.5.1 Secondary data collection 
 
Secondary data collection for the theoretical analysis began with examining various models 
pertaining to factors influencing unethical decision-making and behaviour. The majority of these 
models were found in academic journals that dated back to the 1960s, in order to give a 
comprehensive coverage of possible factors influencing unethical decision-making and 
behaviour. Although there were a few research studies done in the last five years that are similar 
to this study, many of the recent studies focused on ethical behaviour of individuals or 
individuals in certain occupations, rather than investigating the institutionalisation of business 
ethics in an industrial context. Other sources of secondary data included articles in the popular 
press, textbooks, and Internet sources. Primary data collected during the empirical inquiry are 
discussed next. 
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6.5.2 Primary data collection 
 
The collection of primary data calls for decisions regarding the population and the sample. 
 
a)       Population and sample 
 
For most research it is impossible and impractical to include every single person of the 
population in the sample. A sample is a subgroup that represents the population as a whole. It is 
possible to get a good idea of the entire population from a well-chosen sample (Davies & 
Mosdell 2006:61).  
 
Owing to the perceived unethical nature of the life insurance sector, this sector forms the focal 
point of this study. Insurance products are generally regarded as complex, and consumers of 
insurance products place their trust regarding the purchasing of such products in the hands of the 
salesperson. Regardless of the image problem of the life insurance sector, this sector is a very 
important one in the South African economy (See Chapter 1 Section 1.2.4).  
 
A case study approach to business ethics is adopted for the qualitative investigation in this 
study. The case study is conducted on Sanlam, which is a leader in transformation, and in 2004 
the Ubuntu-Botho transaction reinforced its position as a leading financial services group, based 
on quality black economic empowerment leadership and a comprehensive strategy to ensure 
meaningful and broad-based participation across South Africa. The Group consists of three 
business clusters, namely retail, short-term insurance, and investment.  
 
The Retail Cluster consists of Sanlam Personal Finance (SPF) and Sanlam Developing Markets 
(SDM).  SPF is responsible for individual life insurance and personal financial services and 
products in South Africa and elsewhere in Africa, the United Kingdom and India. SDM provides 
products such as individual life insurance and personal financial solutions for clients in the 
Entry Level Market (ELM) in South Africa, and developing markets in the rest of Africa and 
India.  The Short-Term Insurance Cluster, Santam, is the leading short-term insurance company 
in South Africa. It is separately listed on the JSE and has interests elsewhere in Africa, Europe 
and the United Kingdom.  
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The Investment Cluster, steered by Sanlam Investment Management, comprises 14 businesses, 
incorporating the Group's investment-related businesses in South Africa, the United Kingdom, 
Europe and Namibia, Sanlam Capital Markets (SCM) and Sanlam Employee Benefits (SEB). 
The Investment Cluster‟s products and services incorporate asset management, other investment 
products, property asset management, collective investments, private client investment, stock 
broking and investment administration. Sanlam Capital Markets, which forms part of this 
cluster, provides risk management and structured product solutions, as well as associated capital 
market activities for the South African savings industry, public sector enterprises and 
corporations. SEB provides life insurance, investment and annuity products for group schemes 
and retirement funds (Sanlam 2009a). 
 
With regard to this study and thus more relevant, the Group is also actively involved in CSI 
programmes with a focus on education, HIV/Aids, and economic social development. Although 
the South African economy was in a recession, Sanlam still spent more than R19 million on a 
range of CSI projects during 2009 and was also rated as best performer in the low-impact 
category of the JSE Socially Responsible Investment Index. The Ethics Institute of South Africa 
rated Sanlam as first overall in a benchmark study that assessed ethics capacities and practices 
among 20 large listed companies (Annual report 2009:6). As a result, the population of the 
qualitative study includes all employees who work at Sanlam‟s head office in Cape Town, while 
the sample consists of members of Sanlam‟s ethical committee, which will be interviewed on 
the variables that influence unethical decision-making and behaviour and the manner in which 
mechanisms to institutionalise business ethics are implemented in their company. 
 
With regard to the population and sample of the quantitative study, it has been mentioned that it 
is nearly impossible to include all the role players in the population in a sample. Consequently, 
not all life insurance companies in South Africa will be included in the sample of the 
quantitative enquiry, but only life insurance companies that are listed on the JSE.  Sanlam, Old 
Mutual, Liberty Life, Metropolitan, Clientele Life and Discovery Life form the sample of the 
quantitative study. The researcher is of the opinion that these companies will give an accurate 
representation of the life insurance sector as a whole. 
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b)       Sampling techniques 
 
According to Baker (1988:146-150), sampling can be divided into two main categories, namely 
probability and non-probability sampling. The former can be subdivided into simple random 
sampling, systematic sampling, stratified sampling and multistage cluster sampling. These 
sampling methods are all based on the concept of random selection. This implies that estimates 
are much more accurate than non-probability sampling. Non-probability sampling can be 
divided into convenience sampling, judgemental sampling (purposive), quota sampling and 
snowball sampling (Baker 1988:156-159). 
 
Qualitative research differs from quantitative studies on grounds of the type of sample chosen. 
During qualitative research, samples are usually chosen purposefully (non-random) and not 
randomly as is the case with quantitative research. There are exceptions where non-probability 
sampling is used in quantitative research (Davies & Mosdell 2006:61-65). Pertaining to the 
qualitative inquiry of the present study, a form of non-probability or judgemental sampling was 
used. According to Fox and Bayat (2007:59), in judgmental sampling, researchers support the 
selection of their units of analysis on their own expert opinion of the population. Units are thus 
selected that the researcher regards as being typical of the population. More specifically, the 
present researcher is of the opinion that experienced managers of Sanlam‟s ethical committee 
will be in the best position to answer certain questions related to this study.  
 
During the quantitative inquiry, respondents were identified from JSE-listed life insurance 
companies. Employees working in these organisations all had an equal chance of being selected 
as respondents. In this case a form of probability sampling, namely simple-random sampling 
was used. Both these sampling techniques are advantageous as it is an inexpensive and easy way 
to source data.  
 
To facilitate the collection of primary quantitative data, a questionnaire was developed. More 
details on the research instruments used in this study will be provided in the following section.  
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c)       Research instruments 
 
According to Davies and Mosdell (2006:78-81), it is important to simplify a questionnaire and 
minimise any technical words and jargon. Long, tedious and boring questionnaires must be 
avoided. The same applies to interview schedules used for the collection of qualitative data.  
 
The interview schedule (contained in Appendix B) consisted of a number of semi-structured 
questions. These questions were related to the variables that could influence unethical decision-
making and behaviour as well as the institutionalisation of ethical standards. These questions 
were open-ended and asked in a broad sense. A final open-ended question was asked where the 
respondents could identify any other variables that could possibly influence ethical decision-
making in their organisation.  
 
The questionnaire used for the quantitative research consists of two types of questions, namely 
single-response multiple-choice questions and scaled-response questions. A copy of the 
questionnaire is contained in Appendix A. This questionnaire was divided into four sections. 
Section A provided the researcher with knowledge about the demographic characteristics of the 
respondents. This includes information such as age, gender, home language, educational level 
and experience of the respondent. A five-point Likert scale, anchored by descriptors ranging 
from (1) Strongly disagree to (5) Strongly agree, was used in Sections B and D. These sections 
deal with the perceptions that the respondents had regarding the institutionalisation of business 
ethics and variables identified during the theoretical investigation respectively. More 
specifically, respondents were asked to indicate to what extent they personally believed these 
variables impacted on unethical decision-making and behaviour in their organisation as well as 
the manner in which mechanisms to institutionalise business ethics were implemented in their 
organisation. In addition to the five-point Likert scale questions, in Section C a few closed-
ended questions were included in order to measure perceptions of respondents regarding the 
variables influencing unethical decision-making and behaviour. 
 
Preliminary tests or pilot tests are test runs with a group of actual respondents, for the purpose of 
detecting problems in the questionnaire‟s instructions or design (Cooper & Schindler 2007:76). 
Preliminary testing could also involve screening the questionnaire with other research 
professionals. According to Zikmund (1994:216), pilot tests could also involve screening a 
questionnaire with colleagues, friends and respondent surrogates, in order to provide feedback 
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and to possibly refine the instrument (Babbie & Mouton 2001:244; Cooper & Schindler 
2007:76).  
 
As such, the questionnaire in this study was subjected to a pilot study among 35 respondents to 
certify ease of understanding, the relevance of the items including the ease with which questions 
could be answered, and the time required for completing the questionnaire. Based on the 
feedback received, minor changes and corrections to the original questions were made before 
the questionnaire was finalised. The final items were then randomly sequenced, after which the 
actual respondents of this study were requested to complete an online survey. 
 
The quantitative questionnaires were administered nationally to employees of Sanlam, Old 
Mutual, Liberty Life, Metropolitan, Clientele Life and Discovery Life. A total of 303 
questionnaires were usable in the statistical analyses of the data. 
 
It is very important that the research instrument meet the criteria of reliability and validity. 
“Reliability” reflects the degree to which the results that were measured are free of error. 
Synonyms for reliability are dependability, stability, consistency, predictability and accuracy. 
“Validity” reflects the degree to which an instrument actually measures what it is supposed to 
measure (Stone 1978:43-44). According to Cooper and Schindler (2006:318), reliability refers to 
the accuracy and precision of a measurement procedure, while validity concerns the extent to 
which a test measures what the researcher actually wishes to measure. 
 
Besides the reliability and validity of the data, the researcher is of the opinion that Sanlam is a 
sufficiently large and diversified financial services provider for the qualitative findings to be 
generalised to a certain extent. “Generalisability” can be explained as the extent to which the 
researcher can come to conclusions about one thing (population) based on information about 
another (sample), or alternatively, generalisibility is the application of research findings to 
situations beyond those examined in the research study (Vogt 1993:99; Collis & Hussey 
2003:59). 
 
 
 
 
 
 - 107 - 
6.6 DATA ANALYSIS 
 
Once primary data had been collected, it was analysed using appropriate methods. 
 
6.6.1 Qualitative data analysis 
 
Qualitative data can be analysed using both quantifying and non-quantifying methods. Whereas 
non-quantifying data analysis methods do not assign a numeric value to qualitative data, 
quantification of qualitative data involves the numerical representation and manipulation of 
qualitative data in order to describe and explain a certain event. Examples of non-quantifying 
methods include content analysis, semiotics, grounded theory and analytical induction, whereas 
computerised coding programmes are usually used for the quantifying of qualitative data. In the 
present study a quantifying method was not used, as a separate research instrument was 
developed to acquire the necessary quantitative data. As a result, a combination of non-
quantifying methods, namely grounded theory and analytical induction, were used to analyse the 
qualitative data.  
 
“Grounded theory” is method that researchers employ during qualitative research. Grounded 
theory is used for the development of theory, which is grounded in unstructured data that is 
systematically gathered and examined. The theory progresses during the research process and is 
a result of interplay between analysis and data collection (Glaser & Strauss 1967; Charmaz 
1983; Goulding 2002:42). Two processes characterise grounded theory, namely constant 
comparison and theoretical sampling. By making constant comparisons, the researcher is 
exploring similarities and differences of the full range of data, which promotes theoretical 
development. Theoretical sampling entails negative case analysis, which allows the researcher to 
explore cases that do not fit an emerging conceptual system (Richardson 1996:78-80). Goulding 
(2002:42) asserts that grounded theory methodology is commonly used to generate theory where 
little is already known, or to give a fresh perspective on existing knowledge. The present study 
consequently employed a grounded theory technique as part of the qualitative research, because 
little theory is known regarding business ethics in an industry context such as the financial 
services industry in South Africa. Constant comparisons and negative case analysis were also 
carried out throughout the qualitative data analysis as described above. 
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Lindlof (1995:35) and Morse (1994:20) explain four processes of qualitative data analysis, 
namely comprehending, synthesising, theorising, and re-contextualising. The process of 
analytical induction closely corresponds with these four processes, and consequently the goal of 
analytical induction is to produce “themes‟‟ that eventually lead to the formulation of new 
theories. Many contemporary researchers use modified versions of analytical induction or 
grounded theory, and do not adhere strictly to the original models such as a complex system of 
coding (Saks & Allsop 2007:100).   
 
6.6.2    Quantitative data analysis 
 
Pertaining to the quantitative data, care was taken to clean the data, and missing data were 
assigned a neutral value. The SPSS 15 statistical software package was used to perform 
statistical techniques for the quantitative data analysis. Simpler calculations were done with the 
aid of a Microsoft Excel spreadsheet. Statistical techniques can be divided into descriptive and 
inferential techniques. This study made use of descriptive statistics such as frequency counts, 
mean scores and standard deviations. Inferential statistical techniques employed in this study 
included, amongst others, t-tests and F-tests. The descriptive and inferential data analysis 
techniques are explained in more detail when they are applied in the next chapter (Baker 
1988:392-416).  
 
6.7 SUMMARY AND CONCLUSIONS 
 
This chapter provided a comprehensive overview of the research design and methodology of this 
study. The research was performed using a descriptive as well as an experimental research 
design. A triangulation approach was adopted, which called for the collection and analysis of 
both qualitative and quantitative data. Primary data were collected by conducting semi-
structured personal interviews with members of Sanlam‟s ethical committee, and distributing 
questionnaires among the employees of some of the leading life insurance companies in South 
Africa. The chapter was concluded with an explanation of the data analysis techniques that were 
used in the study. 
 
The next chapter presents the results of the empirical study. 
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CHAPTER 7 
QUALITATIVE DATA RESULTS 
 
7.1 INTRODUCTION 
 
Chapter 6 gave an overview of the research design and methodology adopted in this study. This 
chapter will now give a detailed description of the sample and analysis of the qualitative 
empirical findings.  
 
7.2 QUALITATIVE SAMPLE DESCRIPTION 
 
The criteria for selecting respondents for the qualitative research (semi-structured personal 
interviews) were that they should be a member on Sanlam‟s ethical committee and hence have 
knowledge of the manner in which ethical standards are institutionalised at Sanlam. These 
members were in a position to answer more detailed questions regarding factors that influence 
unethical decision-making and behaviour in Sanlam because of previous exposure of incidents 
of unethical behaviour in the company. Table 7.1 outlines some biographical details of the five 
respondents who participated in the qualitative study.  
 
Table 7.1: Biographical details of respondents 
 
RESPONDENT AGE 
HIGHEST 
EDUCATION 
LEVEL 
TOTAL 
NUMBER OF 
YEARS 
WORKING 
AT SANLAM 
POSITION IN THE 
COMPANY 
GENDER RACE 
1 49 BA LLB 21 Head: Group 
Compliance/Secretary 
of Ethics Committee 
Male White 
2 33 LLB; Post-Grad: 
Compliance 
Management 
5 Group Compliance 
Officer 
Female Indian 
3 36 Honours 
Financial 
Management; 
Post-Grad: 
Compliance 
Management  
3 Head: Investment 
Compliance 
Female White 
4 40 LLB; Post-Grad: 
Compliance 
Management 
16 Chief Risk Officer: 
Sanlam Employee 
Benefits 
Female White 
5 51 LLB (4 years) 6 HR Director Male Coloured 
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As indicated in Table 7.1, the respondents‟ ages varied from 33 to 51 years.  The highest 
academic qualification was an Honours degree, and the majority of the respondents held law 
degrees. The number of years working at Sanlam varied from 3 to 21 years. Most of the 
respondents held leadership positions in the organisation and represented the institutional cluster 
and corporate cluster. The majority of the respondents were women.  The primary data gathered 
during the semi-structured personal interviews are discussed and analysed in the following sections.  
 
7.3 QUALITATIVE DATA ANALYSIS 
 
The verbatim responses of interviewees are contained in Annexure C. 
 
7.3.1 Institutionalisation of business ethics 
 
Question 1.1: Do you regard business ethics as important? Please motivate your answer. 
 
All the respondents regarded business ethics as important. The general feeling among them was 
that business ethics is important for sustainability, trust and a successful organisation. One 
interviewee said that “In order to run a successful organisation one has to have due regard for 
business ethics, not just in terms of a moral standpoint, but also in respect of the various codes 
and standards applicable to one‟s organisation as well as the financial services industry codes 
and regulations”.  
 
This finding corresponds with literature dealing with the importance of business ethics. Baucus 
and Baucus (1997:129-151) assert that neglecting business ethics involves high risk behaviour 
that can cost companies dearly in terms of a lost reputation and sales. Long-term sustainability 
entails financial sustainability which can only be achieved if organisations act ethically, socially 
and environmentally responsibly. Ferrell (2005:16-18) states that building a long-term 
relationship with consumers is critical, and the public‟s trust is essential with regard to this. In 
addition to the above, one of the respondents was of the opinion that business ethics also 
“defines the culture of the organisation.” 
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Question 1.2: Is it important to have a code of ethics in an organisation such as Sanlam? Please 
explain. 
 
The general response to this question was that a code of ethics is indeed important so that 
employees, irrespective of their background and culture, have a guideline and framework for 
ethical behaviour in the organisational context. More specifically, one of the committee 
members remarked that Sanlam is a big organisation and there are various cultures in the 
different clusters, therefore a code of conduct for the whole group to follow sets general 
guidelines for behaviour.  
 
This finding is in line with the literature overview that was presented in Chapter 3 , which highlighted the 
importance of having a code of ethics for the organisation (Rossouw 2002:126-130; Moore et al. 
2008:52-53). 
 
Question 1.3: Do you think it is important to have strategies in place to institutionalise business 
ethics in an organisation such as Sanlam? Please explain. 
 
All of the respondents agreed that strategies need to be in place to institutionalise business 
ethics. The general arguments among the interviewees were that strategies are necessary in order 
to promote ethical behaviour and give the company direction with regard to ethics. One 
respondent was of the following opinion: “It is important to have strategies in place in order to 
provide the direction the company wants to take concerning ethics”. Another respondent made 
the remark that “You can have many nice policies and if it‟s not driven from executive level 
downwards, the people on the ground are not going to comply with it”.  
 
These findings support claims by Rossouw and Van Vuuren (2004:227-231) that strategies are 
critical in order to manage the ethical performance of the organisation. See Chapter 3 Section 
3.2.2 for more details in this regard. 
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Question 1.3.1: Should these strategies (if any) be in place to protect the organisation from 
ethical failure (such as fraud) or to benefit them from good ethical performance 
(such as being recognised in the media as being an ethical company or 
retaining loyal customers)? Please motivate. 
 
The majority of respondents agreed that strategies should serve both purposes, namely to protect 
the organisation from ethical failure and to benefit it by good ethical performance. One 
respondent mentioned that these strategies also instil confidence in its clients, potential clients 
and shareholders. Another committee member emphasised the importance that strategies should 
serve both purposes by making the remark that “obviously we want to protect our brand and 
reputation, and that in itself will assist us in being a good company in the eye of the consumer. 
You don‟t want to expose yourself to fraud which could result in financial losses and 
implications for the company”.  
 
Although the literature does not specifically state whether strategies must serve either or both 
purposes, the researcher is of the opinion that the literature supports the respondents‟ ideas,  as 
the literature overview in Chapter 2 Section 2.4 does suggest that both fraud (ethical failure) and 
reputation (good ethical performance) impact on organisational performance.  
 
Question 1.3.2: Describe Sanlam’s strategy/strategies in terms of their institutionalisation 
efforts regarding ethics. 
 
The answers to this question suggested that ethics is deeply embedded in the organisation and 
the manner in which it conducts business. Ethics strategies are driven from top to ground level. 
One respondent made the following remark: “Ethics is not just another management function, 
but part of the organisation and something that forms the basis of the core of Sanlam‟s 
business”. Similarly, another interviewee stated that “A code of ethical conduct that forms part 
of the Group‟s tight governance measures, a zero tolerance policy and an overall commitment to 
our core values must be reflected in all our business dealings. Management is responsible for the 
implementation of the code of ethical conduct, and not the ethics committee. Ethics is not just 
another management function, but we believe that whatever you do should be tested against 
ethics. The main strategy is that ethics must be part of the business”.  
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These findings are in line with the literature in Chapter 3 Section 3.2.2, which suggests that 
Sanlam is a TOA or Totally Aligned Organisation. Such an organisation uses a totally aligned 
strategy, which entails incorporating ethics seamlessly into the purpose, mission and goals of 
the organisation. Ethics is no longer viewed as just another aspect of the organisation, but the 
objective is to support ethics as a component of a business culture and purpose (Rossouw & Van 
Vuuren 2004:230-231). As such, Sanlam sets a good example for other organisations in the life 
insurance sector in South Africa. 
 
Question 1.4: Do you regard systems (such as ethics training, socialisation and confidential 
reporting systems) as important to ensure that strategies are properly 
implemented throughout the organisation?  Please explain. 
 
All the respondents agreed that systems are important to ensure that strategies to institutionalise 
ethics are properly implemented throughout the organisation. One respondent mentioned that 
systems create an ethical environment and demonstrated the commitment to leadership. One 
respondent specifically stated that “when recruiting employees it is important to get a culture 
fit”, which corresponds with literature mentioned in Chapter 3 Section 3.2.2. More specifically, 
Rossouw and Van Vuuren (2004:230-231) point out that an organisation must recruit and select 
employees who can align their ethical orientations with those espoused by the organisation. 
 
Question 1.4.1: Please provide examples of systems at Sanlam which are geared at 
institutionalising business ethics.   
 
This specific point was concerned with listing systems which Sanlam uses in order to 
institutionalise business ethics. The responses revealed that management at Sanlam regard ethics 
as important, as they implement the following systems: Sanlam has an ethics committee, regular 
ethical risk assessments take place, ethics forms part of the agenda of board committees, 
corporate governance programmes exist, Sanlam is involved in projects and initiatives in 
broader society aimed at ethical conduct, ethics training takes place, and a whistle-blowing 
hotline exists. These findings are comprehensive and in line with the thoughts of, amongst other, 
Rossouw and Van Vuuren (2004:230-231) and Kohn, Kohn and Colapinto (2004:152) regarding 
ethics systems. 
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The Sanlam ethical committee has quarterly meetings at which every cluster (retail, short-term 
insurance and investment) is responsible for rolling out ethical awareness programmes. In terms 
of Sanlam‟s ethics training, each of the businesses in the group must provide quarterly updates 
in terms of the training initiatives they have undertaken in the businesses. 
 
During the recruitment process, human resources management would have induction meetings 
and at the induction meetings candidates would be taken through their code of ethical conduct to 
make them aware that they need to align their conduct to Sanlam‟s values. One respondent 
stated that “during a job interview I will start asking questions to test a candidate‟s ethical 
values”. This committee member further mentioned that candidates‟ ethical values are 
developed during employment at the company and therefore ethical values must already be 
present when recruiting staff. All new employees must also read and sign Sanlam‟s ethics 
policy. 
 
Sanlam‟s confidential reporting system consists of an anonymous whistle-blowing hotline, as 
described in Chapter 3 Section 3.2.3. One respondent felt that if employees don‟t trust the 
reporting system to keep their confidentiality, they are not likely to report unethical behaviour.  
These findings are also in line with the literature overview provided in Chapters 1 and 3, which 
specifically elaborated on Sanlam‟s CSI and their anonymous reporting facility. 
 
Question 1.5: Do you think role models (such as managers and senior personnel) could increase 
employees’ moral courage (courage an employee displays when making an 
ethical decision)? Please explain.   
 
The general sentiment among respondents was that role models can indeed increase employees‟ 
moral courage. One responded said “Our ethical risk assessments confirm the importance of 
good role models in ensuring the perception of and belief in the importance of ethics in the 
organisation”, while another respondent replied “Our surveys have shown that employees are 
influenced, either positively or negatively, by the behaviours of their managers”. 
 
The investment cluster has developed a Living Values Award. One of the subsets of the criteria 
against which employees are measured when they are short-listed to win this award is integrity, 
which links with ethical behaviour. This is a very prestigious prize to win and it is definitely 
something from the investment cluster side to try to increase awareness: “this is a role model 
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that actually portrays the values that they strive for”. These findings support claims by Bennis 
(1996) managers should act as role models to other employees regarding ethical behaviour. 
These findings also correspond with Sanlam‟s code of ethics and conduct as presented in Table 
3.1 as part of “managers‟ commitment”. 
 
Question 1.5.1: How do managers in Sanlam act as role models in setting ethical standards?    
 
A variety of answers were given to this question. One respondent mentioned that personal 
commitment of executive management is required, while another interviewee pointed out that 
managers need to be constantly aware that other employees look at them because of their higher 
hierarchical position in the company. This respondent further emphasised that if managers don‟t 
behave in an ethical manner it filters down into the organisations “so you must definitely 
monitor it”. From this respondent‟s experience, managers at Sanlam can indeed be seen as role 
models. Another ethical committee member said that managers act as role models as they do not 
just sweep unethical behaviour under the carpet, but actually disclose it. One respondent made 
the remark that “It is important for our managers to fully understand our company‟s code of 
ethics, their responsibility in this regard, and to live the company‟s values”. 
 
Responses to this question are consistent with the literature overview in Chapter 3 Section 3.2.2 
where Goosen (2004:114) explains that mentors should be well-trained on ethical principles 
before they embark on mentoring programmes. Bennis (1996) adds that it is every manager‟s 
duty to set the climate for ethical behaviour based on mutual respect. In an organisational 
environment characterised by mutual respect, employees will be more willing to talk about 
ethical issues and dilemmas. Managers should thus act as role models to other employees in 
setting the ethical tone in an organisation. 
 
Question 1.6: Do you think it is important that an organisation has a confidential ethical 
reporting system? Why/why not?   
 
The general response to this question was that it is important to have a confidential reporting 
system so that employees feel safe and are not threatened or intimidated. Having a confidential 
reporting system thus reduces the risk of victimisation. Employees must, however, be assured 
that they will retain their anonymity. One respondent asserted that “people will feel threatened 
or intimidated if they have to report unethical behaviour to a system that is not anonymous”. 
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Additionally, one respondent was of the opinion that a confidential reporting system is 
important, but “it should not be the primary reporting system”. This respondent was of the 
opinion that “The ethical environment in the organisation must be conducive to open reporting 
and not encourage confidential reporting as the default. Staff should feel safe when reporting 
unethical conduct and be confident that appropriate action will be taken, without feeling 
exposed to victimisation”. The researcher is of the opinion that this is a bit lofty and not 
practical, as employees will be more likely to feel under pressure and exposed to victimisation. 
In the 2008-2009 KPMG Integrity Survey, almost half of the respondents suggested a lack of 
confidence that they would be protected from retaliation when reporting misconduct. 
 
The researcher is of the opinion that these findings are similar to the literature overview in 
Chapter 3 Section 3.2.3, which elaborated on the establishment of a confidential reporting 
system (Rabin 2003:459; Weiss 2006:322).   
 
Question 1.6.1: Explain Sanlam’s confidential reporting system.   
 
The aim of this question was to explain what Sanlam‟s confidential reporting system entailed 
and how it operated. Sanlam has an ethics hotline that is available to all employees. They can 
anonymously report unethical conduct via a telephone line to a third party services provider who 
will in turn pass the matter on to Sanlam‟s forensic department, who will then further investigate 
the matter. This is in congruence with claims by Rabin (2003:459) who explains that hotlines 
are usually monitored by an outside organisation. This organisation or agency does not trace the 
source of the information, but passes along the information with any possible traces to the 
source removed. One respondent also mentioned that Sanlam‟s hotline is not used all that often, 
and in cases where it has been used, issues could actually have been dealt with on a managerial 
level. 
 
Question 1.7: Do you think that it is important to discipline violators of ethical norms? Please 
explain.   
 
All the interviewees agreed that violators of ethical norms should be disciplined to show 
employees that the organisation is serious about ethics. One respondent mentioned “ethical 
norms must not only be enforced, but also seen to be enforced”, whereas another remarked “if 
you discipline violators it shows that you believe in your ethical principles. Disciplining a non-
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conformant spreads a message within the organisation that any transgression of the company‟s 
ethics will be dealt with and won‟t just be ignored”. Other members of Sanlam‟s ethical 
committee felt that disciplining violators is important as it will correct their behaviour, and 
secondly act as a deterrent to others. This will also show that the organisation is serious about 
ethics and will protect the interests of their clients as well as shareholders.  
 
This result is also in line with the literature where Gibbs (2005:36) asserts that disciplinary 
efforts have to be completed by communicating to all employees by disciplining offenders, that 
unethical behaviour will not be tolerated in the organisation. Management‟s unspoken approval 
of violations has undermined efforts to bring about an ethical climate in many organisations. 
 
Question 1.7.1: In your view, should violators be disciplined in order to prevent future 
misconduct (compliance) or to administer punishment?   
 
In general, committee members were of the opinion that violators should be disciplined in order 
to prevent future misconduct. One interviewee claimed that violators should be disciplined for 
both reasons, but stressed that punishment must be the secondary consideration. 
 
These findings are in congruence with the literature discussed in Chapter 3 Section 3.2.4, that 
the purpose of disciplining violators is to encourage compliance and not to administer 
punishment (Thompson & Strickland 2003:445). The aim of reporting unethical behaviour is not 
primarily to get someone into trouble, but rather to prevent future misconduct. In contrast to the 
above, another respondent was of the opinion that violators should be disciplined to administer 
punishment. The remark was made by this respondent that “we are working in an environment 
where a consumer can be affected by the actions of a financial advisor or broker who work with 
us. If I take the example of a financial advisor giving incorrect advice or defrauding clients, that 
is clearly someone whom we don‟t want as an employee. The first port of call is to have a zero 
tolerance approach and then dismiss the person”.  
 
Question 1.7.2: Does Sanlam discipline violators of ethical norms? Please explain. 
 
From the responses to this question it was evident that Sanlam does discipline violators of 
ethical norms, given that the company has a zero tolerance policy. This policy prescribes that 
every transgressor will suffer the consequences of their actions. One respondent emphasised the 
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importance of disciplining violators of ethical norms, even if it is a partner or contractor, as the 
reluctance to do so could damage an organisation‟s reputation. The interviewee stated that “we 
also discipline contractors and partners, and will terminate their contract if they engage in 
conduct that damages our reputation”. This is consistent with the literature in Chapter 2 Section 
2.4.1, more specifically, literature by Moon and Bonny (2001:103) and Lauren (2008) who 
emphasise the importance of an organisation‟s reputation. 
 
Question 1.7.3: Please provide examples of how violators have been disciplined in recent years.   
 
This point dealt with examples of how Sanlam discipline violators of ethical norms in order to 
perceive the nature of their zero tolerance approach to misconduct, as explained earlier. One 
interviewee responded as follows: “One particular incident that stands out for me was a person 
in the pension funds environment who had created a scheme where government employees 
could actually transfer their pension fund to this fund and get access to the money, which was 
not allowed. This was also done in violation of Sanlam‟s ethics principles. This was a fairly 
senior person in the organisation and Sanlam terminated his services”. Another respondent gave 
an example, namely: “About two years ago in the finance department a lady that 
misappropriated funds was identified and she went for a formal disciplinary hearing after which 
she was dismissed”. It was pointed out that there had been a few cases of unethical behaviour in 
Sanlam and in most cases, if not all, violators‟ services have been terminated.  
 
Sanlam does indeed follow a zero tolerance approach as the examples above clearly show that 
perpetrators in the past were punished and dismissed. This sets an example that unethical 
behaviour will not be tolerated and contributes to a good ethical culture and reputation.  
 
Question 1.8: Does Sanlam have rewards for employees who report unethical behaviour that 
occurs in Sanlam (similar to Standards Bank fraud miles)? Give examples.   
 
Sanlam does not reward employees for reporting unethical behaviour. This could suggest that 
management assumes that all employees are beyond this very basic level of moral development, 
and employees report unethical conduct because it is the “right” thing to do and not because it is 
induced by rewards. These assumptions will be tested in the quantitative inquiry. The next 
section discusses the qualitative responses with regard to the variables influencing unethical 
behaviour. 
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7.3.2 Variables influencing unethical behaviour in the financial services industry in 
general and the life insurance sector in particular 
 
 
Significant others, consequences of actions, individual traits, values/beliefs and moral 
development were identified in the conceptual model (Figure 5.1) as variables that influence 
unethical decision-making and behaviour. Responses pertaining to these variables are discussed 
next. 
 
a)  Significant others 
 
Question:    In your view, could unrealistic orders/targets set by management lead to unethical 
behaviour amongst subordinates? Please explain.   
 
All the respondents agreed that unrealistic orders/targets set by management could lead to 
unethical behaviour amongst subordinates. One respondent commented that “encouragement to 
meet such targets might be construed as justification for not conforming to ethical standards at 
all times”. Another member of the ethical committee referred to “miss-selling” as an example to 
support her answer. This implies that a salesperson may sell a product that does not actually 
meet the needs of the client in order to reach a certain sales-volume set by management. 
 
These findings are in line with the literature provided in Chapter 5 Section 5.2.2, which suggests 
that individuals are more likely to engage in unethical behaviour when influenced by a 
significant other to do so (Andersson & Bateman 1997:449; Beams et al. 2003:309). These 
findings are also linked with the fraud triangle which explains the reasons for fraud as illustrated 
in Chapter 2 Section 2.4.3. Justification/rationalisation was one of the pillars of the fraud 
triangle which explained that a person may justify his/her behaviour. One committee member 
used the example that unrealistic targets might be construed as justification for not conforming 
to ethical standards at all times. 
 
Question:   In your opinion, if employees’ values clash with those of management, will employees 
rather follow their own values or those set by management? Explain.   
 
The majority of respondents were of the opinion that employees would rather follow their own 
values than those of management. Some of the respondents, however, mentioned that sometimes 
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employees will follow what management does even if it clashes with their own values. One of 
the respondents revealed that in some clusters employees just do what they are told, although it 
clashes with their values. In other units where managers are more open for discussion, 
employees discuss issues with them. Older people tend to believe that you should not question 
authority, whereas younger people are more prone to do so. 
 
The researcher is of the opinion that these findings correspond with the empirical findings of 
Andersson and Bateman (1997:449) and Jackson (2000:349) (see Chapter 5 Section 5.2.2 for 
more details on the role of significant others in ethical decision-making and behaviour). These 
researchers found that certain individuals would act unethically if requested to do so by 
management.  
 
Question:   Do you think ethical behaviour starts at the top (i.e. with management) or the bottom 
(i.e. employees)? Please explain.   
 
The general response to this question was that ethical behaviour should start at the top, as 
management must set the example and provide the direction of ethics in the organisation. One of 
the respondents said that although senior managers and the board of directors should determine 
the ethical strategy of the organisation, it must be entrenched and rolled down into all the 
different layers within the organisation. This notion was illustrated in Figure 3.1 and it was 
discussed in Chapter 3 Section 3.2.2 that the board has the responsibility to decide on an 
appropriate strategy to manage the ethical performance of the organisation. 
 
Question:   Can you think of any instances where significant others have influenced the behaviour 
of Sanlam employees either positively or negatively? 
 
In general, interviewees could not identify a particular instance where significant others had 
influenced the behaviour of Sanlam employees, although one of the respondents made it clear 
that management does have an impact on employees, by stating “I just think it is the whole tone 
of the culture we have here so it is not an active decision to try and influence behaviour for a 
specific day. It‟s how we do business every single day that we are reminded to live according to 
Sanlam‟s values. For example, in the investment cluster I have a session with all new employees 
and I hand out little booklets containing Sanlam‟s ethical codes. I think more than 70 percent of 
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the people have those books on their desks, so it is just a visible reminder. So I won‟t say that 
you can try and pin point a specific interaction”.   
 
This response relates to one of the previous questions where it was evident that ethics is part of 
how Sanlam does business every day. 
 
b)         Consequences of actions 
 
Question:   Do you believe that rewards (e.g. financial benefits) for ethical behaviour will result 
in   increased ethical behaviour in general and at Sanlam in particular? Why/why 
not?   
 
The respondents‟ outlook on the practicality of a reward system is contradictory to the findings 
of the literature overview presented in Chapter 3 Section 3.2.3, which explained that a reward 
system could encourage employees to report unethical behaviour.  
 
Respondents felt that ethical behaviour induced by rewards does not amount to true ethical 
behaviour. Ethics should be part of the culture of the organisation, and employees should choose 
to report unethical behaviour even when nobody rewards them to behave in such a way. It is 
expected from employees in Sanlam to report unethical behaviour. 
 
In contrast to the general sentiment, but in congruence with the literature findings (Rabin 
2003:459), one respondent mentioned that a reward system could potentially result in increased 
ethical behaviour  as it could get employees to act ethically and also report unethical behaviour. 
 
Question:   Having mentioned rewards, what is your opinion regarding punishment (such as 
losing your job) to deter unethical behaviour within organisations? Please explain.   
 
All respondents agreed that punishment of offenders has an important place in the organisation. 
One respondent claimed that punishment is a way to demonstrate enforcement and commitment 
to the organisation‟s values. Some of the interviewees were of the opinion that punishment 
needs to be in place in order to set an example, and the severity should always be in line with the 
transgression that took place. Furthermore, if a transgression was of such a nature that it led to 
dismissal, then so be it. 
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Question:   Do you think it is better to have both rewards and punishment to influence ethical 
behaviour or only one of them? If only one, which one would you prefer and why?   
 
It is evident from the first question in this section that a reward system in order to deter 
unethical behaviour did not feature prominently amongst the respondents. However, the general 
sentiment on this question was that punishment should be in place for transgressors in order to 
deter unethical behaviour. This sentiment corresponds with the opinion of the researcher. 
 
c)           Individual traits 
 
Question:    Do you think that employees with a low level of self esteem tend to act more 
unethically? Explain. 
 
Not all the respondents wanted to generalise or clarify their answers with regard to this question. 
Answers were mostly based on definitions provided by the researcher. The researcher is of the 
opinion that years of experience during which respondents dealt with unethical behaviour, 
offenders did not always reveal the same individual traits or characteristics. In other words, in 
some cases an individual with a high level of self-esteem violated ethical norms, whereas in 
another situation an individual with a low level of self esteem engaged in unethical behaviour. 
This may serve as a reason why respondents did not want to generalise on whether a low or high 
self-esteem might lead to unethical behaviour. 
 
One respondent provided an answer based on previous experience by saying “in the past where 
we had fraudulent activities by staff, it was people with low self-esteem. I don‟t know why”. On 
the other hand, another respondent declared that in the past individuals with high self confidence 
engaged in unethical behaviour as compared to those with low self confidence. This respondent 
further suggested that people who possess a high self confidence would believe they could get 
away without being caught for acting in an unethical way, whereas individuals with low self 
confidence don‟t want the spotlight on themselves. These findings support the literature in that 
both high and low level self-esteem individuals could engage in unethical behaviour. This also 
supports the researcher‟s outlook on why committee members did not want to express a 
generalised opinion (Warner & Buchman 2004:30; Haines & Leonard 2007:13). 
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Question:    Do you think a person with an internal locus of control (an individual with an 
internal locus of control considers outcomes as a result of his/her own efforts, 
whereas an individual with an external locus of control assumes that life events are 
beyond his/her control and is the result of fate, luck or destiny) will differ from an 
employee with external locus of control with regard to their behaviour? Please 
explain.   
 
The majority of respondents agreed that a person with an internal locus of control will differ 
from an individual with an external locus of control. One of the interviewees claimed that 
because these individuals have different perceptions it could influence the manner in which they 
act. Another respondent mentioned a person with internal locus of control will know that their 
behaviour is driven from themselves whereas the external person will think that because of 
situation X they reacted in a certain manner. This respondent could not predict which one would 
be more unethical, but was of the opinion that a person with an external locus of control will 
always try and justify why they did what they did. Another member of the ethical committee 
elaborated by arguing that a person with an internal locus of control should be more averse to 
unethical conduct, as he/she has control and could better resist unethical behaviour. A person 
with an external locus of control could say “it is fate and it came over my road so I will take the 
opportunity“. 
 
Although one of the findings above is consistent with empirical findings discussed in Chapter 5 
Section 5.2.2 which found that individuals with an internal locus of control are less likely to 
engage in unethical behaviour, this was the opinion of only one respondent. The majority of 
respondents did not want to express an opinion or generalise on which individual will be more 
ethical or unethical. This issue will be further explained in the qualitative survey. 
 
Question:    A Type “A” personality is described as a person “who is aggressively involved in a 
chronic, incessant struggle to achieve more and more in less and less time, and if 
required to do so, against the opposing efforts of other things or other persons”. Do 
you think a Type “A” personality will be more likely to engage in unethical 
behaviour? Please explain.  
 
As was the case with the first question in this section, the majority of respondents based their 
answers on either speculation or on the definition of a Type “A” personality, which at first sight 
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suggests that such an individual might be more unethical. This is also consistent with other 
empirical results as discussed in Chapter 5 Section 5.2.2 (Buckley et al. 1998:286; Sankaran & 
Bui 2003:24). 
 
In contrast, some respondents were however of the opinion that although there is that potential 
for unethical behaviour in individuals with a Type “A” personality, it is not necessarily always 
the case. One respondent commented “the fact that they want to achieve more in less time does 
not mean they will be unethical in their conduct even if it is against the opposing effort of 
others. I think it is more a drive to achieve than anything else”. 
 
d)          Values/beliefs 
 
 
Question:   The questions in this section sought to explain whether a universalist, benevolent, 
hedonist, power seeking and machiavellian individual is more likely to engage in 
unethical behaviour. Definitions of these concepts were provided by the researcher. 
 
Respondents also answered these questions vaguely. Once more, a few respondents did not want 
to express an opinion or generalise. Where clear answers were given, they corresponded with 
the literature. In Chapter 5 Section 5.2.2 it was evident that universalism and hedonism are 
negatively related to unethical behaviour, whereas hedonism, power seeking and 
machiavellianism are positively related to unethical behaviour (Rayburn & Rayburn 1996:1209; 
Watson et al. 2009:17-19). One of the respondents asserted “hedonism and power basically 
seem like opposites of universalism and benevolence so I think there is a greater potential in 
these two for unethical conduct”.  
 
One respondent, although saying a benevolent person may not necessarily engage in unethical 
behaviour, made the following remark: “You may have an individual with a „Robin Hood‟ type 
of personality. One of the people involved in unethical behaviour in the past actually had these 
qualities. He stole money and lent it to other people”. This example seems like the only contrast 
to the literature provided in Chapter 4 Section 4.2.2 and Chapter 5 Section 5.2.2 (Schwartz 
1994:19; Watson et al. 2009:17-19). This indicates that benevolence could possibly be 
positively related to unethical behaviour. These values/beliefs will also be tested in hypotheses 
to get a clear perception of their relationship with unethical decision-making and behaviour. 
 
 
 - 125 - 
e)           Moral development 
 
 
Question:    Do you think an individual’s level of moral development is important in this 
industry in general and at Sanlam in particular to influence ethical behaviour?   
 
All the respondents agreed that moral development is important in the financial services industry 
and in Sanlam in particular as it influences ethical decision-making and behaviour. One of the 
respondents said “especially due to the fact that we deal with consumers‟ financial affairs, it is 
incredibly important to have people with a high moral calibre that are working with and for us. 
This is difficult to assess because everyone comes through as wanting to do the right thing, but 
that is not always the case”. Another interviewee replied “I think it‟s important for our county 
because our children need to be raised in such a way that they need to embrace ethical behaviour 
from day one. They need to be taught what ethical behaviour is from childhood so that it is so 
entrenched in their being that when they are employed irrespective of the industry or company 
that employs them, there must be a whole new wave of ethical behaviour that comes to the 
country and company”. 
 
The literature overview in Chapter 2 Section 2.6.1 focused on the moral development of 
individuals, especially children. According to Piaget (1930s), the transition to a higher level of 
moral development occurs through co-operation and living with others as equals. It is only 
through interaction with others that a child understands the importance of respect for others.  
 
It was concluded that in the first stages of moral development, individuals do what is expected 
of them and due to a fear of punishment. Only at a later stages does an individual develop a 
notion of good and that he or she does what is good from inner belief, and  not because it is 
expected. Alternatively, in this stage the intention behind an action is not based on the 
consequences of the action but rather on the focus of one‟s decision-making. As the responses 
indicated that high levels of moral development are important in the life insurance sector, 
individuals with high levels of moral development should be recruited. These findings are also 
consistent with the findings presented in Chapter 5 Section 5.2.2 which explained that 
individuals with high levels of moral development are more likely to engage in ethical 
behaviour (Beu et al. 2003:100). 
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Question:   How would you describe the relationship of an individual’s moral development level 
and the tendency to engage in ethical behaviour? Please explain.   
 
The general view of respondents was that a higher level of moral development would result in a 
lower tendency to engage in unethical behaviour. One of the respondents commented that 
morals do not automatically equate to ethical behaviour, but will determine the individual‟s 
view of what is ethical and morally acceptable. It is good that there are those that will act 
ethically because they fear punishment, but in the long term it is not sustainable. Those that act 
ethically because they only think it is good for others and it is what the company requires, are 
also not sustainable. The respondent added that “You ultimately want to get people at the stage 
where they believe to do the right thing because it is the right thing to do. A higher level of 
moral development will result in more ethical behaviour”.  
 
There is a clear link between these findings and the literature overview as discussed in Chapter 2 
Section 2.6.1 which elaborated on Kohlberg and Piaget‟s theories of moral development.  
 
f)           General questions 
 
 
Question:   Which of the above mentioned variables (significant others, consequences of 
actions, individual traits, values/believes and moral development) do you think will 
influence unethical behaviour the most (i.e. to the largest extent) in your industry? 
Please clarify your answer.   
 
A range of answers were given to this question. The variable that received the most “votes” in 
terms of influencing ethical decision-making the most, was values/beliefs. Other variables that 
were mentioned as influencing or having the biggest impact on ethical behaviour included moral 
development and significant others (unrealistic target setting). One respondent claimed that if 
values/beliefs are strong, the other factors will be a less important influence on unethical 
behaviour. Another respondent argued that values/beliefs “underpin everything that you do in 
life”. These findings are also evident in the statistical findings, as will be explained in Chapter 8.  
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Question:    Are there any other variable(s) that was (were) not listed above that may possibly 
influence unethical behaviour among employees in this industry in general and 
Sanlam in particular? Please list and explain.   
 
Other variables included: previous experience in the industry, industry behaviour and public 
opinion, personal circumstances, the environment, personal recognition and governance 
measures. Respondents made the following comments pertaining to the additional variables that 
they identified: 
 
 Industry behaviour and public opinion – “what the public perceives as acceptable 
behaviour has changed in recent years”. One respondent used an example of a current issue 
regarding surpluses accumulated by the pension funds. He explained that “in the past when 
you used surplus money for other purposes it was not illegal or even improper in terms of any 
legislation or the public‟s view. As the law has changed, the public now regards that as theft 
although at the time when you did it in the past it was perfectly legal”. This issue was not 
specifically identified during the literature study, but could be linked to legislation which was 
included in Figure 4.1 (the holistic, interrelated model of factors influencing unethical 
decision-making and behaviour in organisations). 
 
 Personal circumstances - “this can potentially justify unethical conduct”. This variable can 
be seen as a component of the fraud triangle, namely, justification or rationalisation for 
unethical behaviour as explained in Chapter 2 Section 2.4.3. 
 
 Environment - “environment can also add to moral development to a certain extent. This 
includes the home environment, school environment and society. Everything that actually 
plays a role in terms of moral development which will lead to types of values and beliefs a 
person has”. It should be noted that the term “environment” is a very broad term and could 
include the role of significant others such as teachers. Education was also shown in Figure 
4.1 as a factor that could influence unethical decision-making and behaviour in an 
organisation. 
 
 Personal recognition - “not necessarily monetary but recognising and respecting a person‟s 
values and the way he/she conducts his/her daily activities”. This variable is related to 
rewards as explained in Chapter 4 Section 4.3.4 and Chapter 5 Section 5.2.2.  
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 Governance measures - “I believe a lack of good governance measures and controls can 
entice employees who are heavily indebted and have become victims of the economic 
recession to engage in unethical behaviour, like fraud and theft”. A lack of good governance 
measures and controls could serve as an opportunity to commit fraud, and as the respondent 
mentioned, economic conditions can also influence behaviour in an organisation. Both 
opportunity and economic conditions were depicted in Figure 4.1 as possible factors that 
influence unethical decision-making and behaviour in organisations. 
 
7.4 SUMMARY AND CONCLUSIONS 
 
This chapter presented the findings of the qualitative investigation. The interview schedule that 
was used to facilitate the semi-structured personal interviews (Appendix B) consisted of 
questions related to the institutionalisation of business ethics as well as factors influencing 
unethical decision-making and behaviour. Consequently, this chapter presented the results, 
firstly, of the questions related to the institutionalisation of business ethics, and secondly, 
questions concerning the factors influencing unethical decision-making and behaviour.  
 
The results indicate that business ethics is important for an organisation to be successful in this 
industry. According to the respondents it is important to institutionalise business ethics by 
having a code of ethics, ethics strategies and systems, ethics role models, a confidential 
reporting system, and disciplining violators (all of which is done by Sanlam). Although 
respondents did not want to generalise some answers with respect to the questions on the factors 
influencing unethical decision-making and behaviour, in general results indicated that 
significant others, consequences of action, individual traits, values/beliefs and moral 
development could influence unethical decision-making and behaviour to some degree.  
 
The qualitative findings were generally in congruence with the literature presented in previous 
chapters. There was, however, one exception; the majority of the respondents did not agree with 
a reward system in order to induce ethical behaviour. The general sentiment was that ethical 
behaviour induced by rewards does not amount to true ethical behaviour. The organisation in the 
case also does not reward (financially) employees for reporting unethical behaviour, which 
could be acknowledged as ethical behaviour induced by rewards could lead to the reporting of 
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unethical behaviour for the wrong reasons. In this regard, a more appropriate reward for 
reporting misconduct could be personal recognition. 
 
The next chapter presents the results of the quantitative study. 
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CHAPTER EIGHT 
QUANTITATIVE DATA RESULTS 
 
8.1 INTRODUCTION 
 
In this chapter the results of the quantitative inquiry will be discussed. The sample will be 
described, followed by a detailed description of the empirical results as they pertain to the 
institutionalisation of business ethics and level of moral development. The results of the factor 
analysis will be discussed in an attempt to confirm the discriminant validity of the constructs in 
the conceptual model presented in Chapter 5 (Figure 5.1). The reliability results, which were 
determined by calculating Cronbach‟s alpha coefficients, are then described. Based on the factor 
analysis, revised hypotheses were formulated and tested. This chapter will be concluded with an 
interpretation of results and hypotheses.   
 
8.2 DESCRIPTIVE STATISTICS 
 
The purpose of the descriptive statistics is to provide details on the sample and data collected. 
 
8.2.1 Sample description 
 
Table 8.1 gives an overview of the quantitative sample. The questionnaire used during the 
quantitative inquiry (Appendix A) was distributed amongst six life insurance companies 
(Sanlam, Old Mutual, Liberty Life, Metropolitan, Clientele Life and Discovery Life) of which 
303 usable questionnaires were returned.  It should be noted that the goal was not to compare 
the responses between the individual companies, hence the lack of descriptive data on the 
individual companies. 
 
The majority of respondents in the quantitative empirical investigation were English-speaking 
(45.21%), female (50.83%) and between the ages of 36 and 45 (29.7%). Most respondents held 
a Grade 12 or equivalent qualification (29.04%) and had 11-15 years‟ experience (23.10%). 
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Table 8.1: Sample description 
 
              AGE                                                                     N                                                     % 
              18 - 25 49 16.17 
              26 - 35 84 27.72 
              36 - 45 90 29.70 
              46 - 55 42 13.86 
Older than 55 38 12.54 
              Total 303 100.00 
GENDER  
              Female 154 50.83 
              Male 149 49.17 
              Total 303 100.00 
LANGUAGE  
              Afrikaans 112 36.96 
              English 137 45.21 
Xhosa 51 16.83 
              Zulu 1 0.33 
              Other 2 0.66 
              Total 303 100.00 
              EDUCATION  
  Grade 12 or equivalent qualification 88 29.04 
        National Certificate or Diploma 74 24.42 
              Bachelors degree 63 20.79 
              Honours degree 56 18.48 
        Masters degree / MBA or higher 21 6.93 
              Other 1 0.33 
              Total 303 100.00 
              EXPERIENCE  
              Less than 5 years 60 19.80 
              5 - 10 years 61 20.13 
              11 - 15 years 70 23.10 
16 - 20 years 43 14.19 
               21 - 30 years 42 13.86 
              More than 30 years 27 8.91 
              Total 303 100.00 
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8.2.2 Institutionalisation of business ethics 
 
Table 8.2 relates to the mechanism the respondents‟ companies use to institutionalise business 
ethics in their respective organisations. This section is based on interval-scaled data, and items 
are ranked from the highest to the lowest mean score. The mean indicates the average response 
for the question, and the standard deviation indicates the degree of dispersion with regard to the 
mean. 
 
Table 8.2: Institutionalisation of business ethics (N = 303) 
 
ITEM: MY ORGANISATION: MEAN
(a)
 STANDARD 
DEVIATION 
INS2: sets clear ethical standards and guidelines in its code of conduct. 4.37 0.69 
INS14: is committed to the fair treatment of clients. 4.34 0.75 
INS1: sets clear ethical standards and guidelines in its policy documents. 4.31 0.71 
INS12: disciplines violators of ethical norms. 4.29 0.77 
INS13: is committed to the fair treatment of employees. 4.24 0.81 
INS3: has a clear ethics management strategy. 4.23 0.74 
INS8: has an anonymous whistle-blowing hotline available to employees who want  
to expose unethical behaviour  
4.16 0.93 
INS15: regularly communicates the importance of business ethics throughout the 
organisation. 
4.15 0.98 
INS9: has an anonymous whistle-blowing hotline available to clients who want to 
expose unethical behaviour 
4.05 0.97 
INS11: protects whistle-blowers. 3.99 0.99 
INS4: implements ethics training systems. 3.98 0.91 
INS6: uses line managers to mentor employees with regard to ethical issues. 3.97 0.91 
INS5: uses socialisation to introduce the ethical standards upheld and programmes 
offered to employees in the company. 
3.88 0.93 
INS7: uses role models to mentor employees with regard to ethical issues. 3.79 0.98 
INS10: provides incentives for whistle-blowers who reveal unethical practices. 3.22 1.34 
(a) The following scales are used to measure the importance of respondents‟ perceptions. 
 Mean scores ranging from 1.0 ≤  M  < 1.8: Very low importance 
 Mean scores ranging from 1.8 ≤  M  < 2.6: Low importance  
 Mean scores ranging from 2.6 ≤  M  ≤ 3.4: Neutral 
 Mean scores ranging from 3.4 <  M  ≤ 4.2: High importance 
 Mean scores ranging from 4.2 <  M  ≤ 5.0: Very high importance 
 
The two most important mechanisms perceived by respondents regarding their organisations‟ 
institutionalisation of  business ethics were that they set clear ethical standards and guidelines in 
their code of conduct (mean = 4.37) and were committed to the fair treatment of clients (mean = 
4.34). Other important issues related to the setting clear ethical standards and guidelines in its 
policy documents (mean = 4.31), disciplining violators of ethical norms (mean = 4.29), being 
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committed to the fair treatment of employees (mean = 4.24) and having a clear ethics 
management strategy (mean = 4.23). The mean values of these items are all higher than 4.2, 
indicating that the majority of the respondents considered them as important in their 
organisation‟s ethics institutionalisation process. 
 
The standard deviations of the majority of the items are less than one, which indicates that the 
scores/responses for each item do not differ greatly from each other. These results are consistent 
with the findings in the literature presented in Chapter 3 Section 3.2, which elaborated on the 
importance of the institutionalisation of business ethics. Only one item (my organisation 
provides incentives for whistle-blowers who reveal unethical practices) obtained a neutral mean 
score (mean = 3.22). This result was also evident during the qualitative data results, where the 
majority of respondents indicated that their organisation does not reward or provide incentives 
for whistle-blowers who reveal unethical behaviour. The general sentiment was that employees 
should report unethical behaviour because it is the “right” thing to do, and as ethical behaviour 
induced by rewards does not amount to true ethical behaviour.  
 
8.2.3 Moral development  
 
Respondents were requested to read the following hypothetical case study and answer the two 
questions that followed:  
 
Owing to the current depressed economic climate, your organisation faces bankruptcy and 
urgently needs sales figures to increase. You know that selling a particular product, Product X 
(which does not meet the needs of most of your clients) will enable you to reach the sales targets 
set by management and will also result in higher personal commission and organisational 
profits. You have noticed that some of your managers have been pushing the sale of Product X 
lately, and now they are ordering you to do the same. There is a clear organisational policy 
which prohibits an employee from acting in his/her own interest and not those of the client. This 
policy also indicates that clients have the right to be informed about products. By pushing the 
sale of Product X and not informing clients about alternative products, you are thus not 
following your organisation’s policy. Unless the economic climate improves drastically in the 
coming months (which is not likely) you could face retrenchment. You thus have to decide 
whether or not you are going to comply with management’s orders to push the sale of Product 
X. 
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Table 8.3: Moral dilemma reflecting respondents’ ethical orientation (N = 303) 
 
 
This section was based on nominal and ordinal-scaled data. Table 8.3 represents various options 
that respondents could choose given the hypothetical case presented above (respondents were 
requested to choose only one option). These options were given in order to evaluate 
respondents‟ ethical orientation. According to the respondents in this study, option 2 represents 
the most ethical alternative. In other words, respondents would only push the sale of Product X 
to new clients in cases where they felt it would be in the best interest of the client. The other 
options are all examples of less desirable behaviour. The results indicate that the majority 
(78.22%) of the respondents chose to follow their organisations‟ principles (deontological 
ethics) and had a concern for the rights of individuals (utilitarian ethics).  
 
Alternative actions suggested by respondents included that if a company was involving its 
employees in unethical behaviour, they would look for an alternative employer. Another 
respondent claimed that his job was to give his clients the best advice even if it meant 
retrenchment. 
 
Table 8.4 below indicates respondents‟ level of moral development. 
 
 
 
 
 
 
 
 
 
 
               GIVEN THIS SCENARIO, I WILL: N % 
               push the sale of Product X to all new clients. 26 8.58 
               push the sale of Product X only to new clients in cases where I feel it would be in their best 
               interests. 
237 78.22 
               contact existing clients and convince them to switch to Product X.  9 2.97 
               None of the above.  31 10.23 
               Total  303 100.00 
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Table 8.4: Moral dilemma reflecting respondents’ level of moral development (N = 303)   
          
GIVEN THIS SCENARIO, MY BEHAVIOUR WILL BE BASED ON: N % 
the consequences of my behaviour i.e. I could be punished as my actions contradict company 
policy. 16 5.28 
the rewards that I will receive (higher commission and keeping  my job). 
18 5.94 
management‟s orders. 
19 6.27 
the belief that society‟s welfare is important. 
83 
   
27.39 
my personal values which suggest that I should do the “right” thing irrespective of management‟s 
orders.                                                                                                                           167 55.12 
Total 303 100.00 
 
The responses of respondents in this study as shown in Table 8.4, correspond to the different 
levels of moral development as proposed by Kohlberg (1971). The options are in ascending 
order, therefore the first option is indicative of the lowest level of moral development (fear of 
punishment) while the last option is an example of the highest level of moral development 
(personal values). The objective of this question was to establish whether ethical behaviour (as 
measured in the first question – Table 8.3) corresponds to higher levels of moral development 
(Table 8.4). The results indicate that the vast majority of respondents (83%) are in Kohlberg‟s 
post-conventional level of moral development and will therefore tend to do the “right” thing.  
 
8.3 EXPLORATORY FACTOR ANALYSIS (VALIDITY) 
 
Validity refers to the ability of a measuring instrument to measure what it is intended to measure 
(Stone 1978:43). As such, discriminant validity was assessed by using a statistical technique 
called factor analysis. Exploratory factor analysis was carried out on the dependent variable as 
well as independent variables of this study (refer to the proposed conceptual model, Figure 5.1, 
in Chapter 5).  
 
Firstly, factor analysis was conducted to establish whether the items that were used to measure 
the dependent and independent variables revealed sufficient discriminant validity (each item 
should correlate poorly with the other items). Exploratory factor analysis was thus conducted in 
order to establish whether the underlying items existed in the data as expected.  
 
The method of factor extraction used in this study was based on whether the underlying 
constructs (factors) are expected to be correlated or not.  It was not expected that the underlying 
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constructs (factors) would be correlated; hence the Principal Axis Factoring with an Oblique 
(Oblimin with Kaiser Normalisation) Rotation was specified as the extraction and rotation 
method respectively.  Bartlett‟s Test of Sphericity was used to determine the factor analysability 
of the data.  The closer the Kaiser-Meyer-Olkin (KMO) statistic is to 1 (p<0.05), the more 
factor-analysable the data. The KMO values obtained from Bartlett‟s Test of Sphericity test are 
indicated in the sections to follow. The values suggest that the quantitative data sourced were 
factor analysable. 
 
Furthermore, to determine the number of factors to extract from the model, Eigenvalues, the 
percentage of variance explained and individual factor loadings were considered. An Eigenvalue 
represents the amount of variance explained by each factor out of the total variance (Terre 
Blanch, Durreim, Painter 2010:250). Only factor loadings greater than 0.40 and Eigenvalues 
greater than 1 were seen as acceptable.  
 
In the following section factor solutions as they pertain to the dependent and independent 
variables of this study are discussed.  
 
8.3.1 Dependent variables 
 
The dependent variable of this study as proposed in the conceptual model was Unethical 
decision-making and behaviour. For the purpose of the present study it was assumed that 
decision-making, although preceding behaviour, is consistent with behaviour. For the sake of 
brevity, reference will only be made to behaviour in this section. Seven statements (items) were 
formulated to reflect unethical behaviour in the financial services industry. These items were 
based on research by Bennet and Robinson (2000), Vardi and Weitz (2004) and Kaptein (2008). 
The exploratory factor analysis revealed that the seven items measuring the dependent variable 
split into two clear factors as depicted in Table 8.5 below.  
 
Unethical behaviour had an Eigenvalue of 4.21, and factor loadings of greater than 0.63 were 
identified for this factor (Table 8.5). Unethical behaviour explains 70.19% of the variance in the 
data.  Sufficient evidence of discriminant validity is therefore provided for this construct. 
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Table 8.5: Rotated factor matrix: Unethical behaviour 
 
ITEM 
FACTOR 
STEALING 
MISREPRESENTING 
INFORMATION 
  UNETH5: Falsifying financial  reporting                .800 .059 
  UNETH6: Violating contract terms .694 .303 
  UNETH7: Stealing assets .634 -.080 
  UNETH1: Falsifying reports -.070 .720 
  UNETH3: Providing inappropriate information .009 .690 
  UNETH4: Trading securities on inside 
information 
.204 .589 
  KMO = .788 
  Bartlett‟s test of sphericity = .000 
  Percentage variance explained = 70.186% 
  Eigenvalue = 4.211 
 
One of the items used to measure Unethical behaviour, item UNETH2 (Abusing organisational 
resources), is a Heywood case (i.e. it had a factor loading in excess of 1). As such, this item was 
deleted and excluded in further analyses of the data. 
 
As mentioned earlier, the original factor Unethical behaviour split into two distinct factors. The 
first factor consisted of three items, namely: 
 
 Falsifying financial reporting of information is unethical.  
 Violating contract terms with clients is unethical. 
 Stealing assets (e.g. money) is unethical. 
 
Although the first item also deals with information, these actions are seen to be more aggressive 
and therefore this factor was labeled STEALING. 
 
The second factor consists of the remaining three items. These are:  
 
 Falsifying time and expense reports is unethical. 
 Providing inappropriate information to investors is unethical. 
 Trading securities based on inside information is unethical. 
 
Based on the items that loaded together on this factor, it was called MISREPRESENTING 
INFORMATION. 
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8.3.2 Independent variables 
 
Five independent variables were indentified during the literature review as influencing 
Unethical behaviour (refer to conceptual model in Chapter 5). Four of these variables, namely 
Consequences of actions, Significant others, Values/beliefs and Individual traits were all 
subjected to exploratory factor analysis. Testing for uni-dimensionality revealed that three of 
these factors consist of more than one sub-factor i.e. they are multi-dimensional.  The variable 
Level of moral development was not exposed to factor analysis, as the relationship of this 
variable to Unethical behaviour was measured by ordinal and nominal scaled-data as it was 
originally intended. A Sheffé test was conducted on this variable as will be discussed later in 
Section 8.5.5. 
 
a) Consequences of actions 
 
Eleven items were formulated to measure Consequences of actions. In this study, two of these 
items did not exhibit satisfactory discriminant validity (factor loadings for these items were < 
0.40) and were consequently deleted. These items were:  
 
 Losing one‟s job will be a deterrent to engaging in unethical behaviour at work. 
 When financial benefits are higher for unethical behaviour, employees are more likely to 
engage in such behaviour.  
 
Table 8.6 depicts the factor solution of Consequences of actions, which also had an Eigenvalue 
of 6.83 and factor loadings of greater than 0.50 (absolute values). Consequences of actions 
explains 75.82% of the variance in the data, thus providing sufficient evidence of discriminant 
validity for this construct. 
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  Table 8.6: Rotated factor matrix: Consequences of actions 
 
ITEM 
FACTOR 
PUNISHMENT 
ORGANISATIONAL 
INVOLVEMENT 
RECOGNITION 
CONS8: Loss of reputation .883 .028 .122 
CONS9: Suspension without salary .741 -.061 -.116 
CONS10: Demotion .719 -.047 -.165 
CONS7: Imprisonment .568 .191 -.053 
CONS6: Low risk of being caught  .005 .954 .030 
CONS1: No or few incentives .008 .643 -.085 
CONS11: Severity of punishment -.061 .059 -.896 
CONS4: Performance appraisal system .047 -.004 -.741 
CONS3: Company does not acknowledge ethical 
behaviour 
.187 .080 -.560 
KMO = .874 
 Bartlett‟s test of sphericity = .000 
             Percentage variance explained = 75.824% 
             Eigenvalue = 6.825 
 
The exploratory factor analysis revealed that the independent variable Consequences of actions 
split into three distinct factors of which the first factor, PUNISHMENT, consisted of four items 
namely:  
 
 Loss of one‟s reputation will be a deterrent to engaging in unethical behaviour at work. 
 Suspension without receiving one‟s salary will be a deterrent to engaging in unethical 
behaviour at work. 
 Demotion will be a deterrent to engaging in unethical behaviour at work. 
 Imprisonment will be a deterrent to engaging in unethical behaviour at work. 
 
The second factor, ORGANISATIONAL INVOLVEMENT, consisted of two items. They are: 
 
 In an organisation where there is a low risk of being caught and punished for unethical 
behaviour, employees are more likely to engage in unethical behaviour. 
 In an organisation where there are no or few incentives for ethical behaviour, employees are 
more likely to engage in unethical behaviour.  
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RECOGNITION is the third factor and consisted of the following items: 
 
 In an organisation where the perceived severity of punishment for unethical behaviour is 
low, employees are more likely to engage in unethical behaviour. 
 In an organisation where ethical behaviour does not form part of the performance appraisal 
system, employees are more likely to engage in unethical behaviour. 
 In an organisation that does not acknowledge ethical behaviour and consequently does not 
give employees recognition for ethical behaviour, employees are more likely to engage in 
unethical behaviour. 
 
b) Significant others 
 
Five items were formulated in the measuring instrument to measure the impact of Significant 
others on the unethical behaviour of employees in the financial services industry. All five items 
loaded onto one factor (Table 8.7) as expected. These items were:  
 
 When faced with a moral dilemma, employees are likely to model their behaviour on that of 
authority figures. 
 In an organisation where superiors are perceived to be unethical, employees are more likely 
to engage in unethical behaviour.  
 Being pressured by management to comply with unethical orders (or face losing ones job 
when not complying) could prompt unethical behaviour. 
 Individuals are likely to follow the example of authority figures in situations where they are 
uncertain about their personal values and beliefs, even if it means engaging in unethical 
behaviour. 
 In an organisation where unrealistic sales targets are set by management, employees are 
more likely to engage in unethical behaviour in order to reach these targets. 
 
An Eigenvalue of 3.10 and factor loadings greater than 0.60 are reported for Significant others 
in Table 8.7. Significant others explains 61.90% of the variance in the data, thus providing 
sufficient evidence of discriminant validity.   
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Table 8.7: Rotated factor matrix: Significant others 
 
ITEM 
FACTOR 
OTHERS 
OTHER4: Model the behaviour of authority figures .802 
OTHER5: Superiors are perceived to be unethical .746 
OTHER3: Pressured by management to comply .721 
OTHER1: Follow the example of authority figures .674 
OTHER2: Management‟s unrealistic sales targets .674 
 KMO = .850 
 Bartlett‟s test of sphericity = .000 
 Percentage variance explained = 61.895 
 Eigenvalue = 3.095 
 
c) Values/beliefs 
 
The exploratory factor analysis indicated poor discriminant validity for one of the items 
measuring the influence of Values/beliefs on Unethical behaviour. As a result this statement (A 
person who is seeking pleasure and personal gratification at all costs is more likely to engage in 
unethical behaviour) was excluded from any further statistical analyses. The remaining 20 items 
split into three distinct factors as presented in Table 8.8 and were named SELF-CENTRED, 
DISHONEST and CONTROLLING NATURE. 
 
Values/beliefs explains 72.26% of the variance in the data, therefore providing sufficient 
evidence of discriminant validity. Values/beliefs reports an Eigenvalue of 14.45 and factor 
loadings of greater than 0.43 (Table 8.8).  
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Table 8.8: Rotated factor matrix: Values/beliefs 
 
ITEM 
FACTOR 
SELF-
CENTRED 
DISHONEST 
CONTROLLING 
NATURE 
VALUE12: Selfish individual .906 -.067 -.018 
VALUE20: Individual who believes in manipulation .894 .068 -.159 
VALUE13: Unforgiving individual  .828 -.158 .082 
VALUE8: Individual who does not believe moral demands 
apply to everyone 
.827 .109 -.038 
VALUE21: Individual who has no concern for conventional 
morality 
.791 -.003 .037 
VALUE9: Individual who is not at all concerned about the 
welfare of others 
.780 .167 -.091 
VALUE17: Employee who wants to climb the corporate 
ladder quickly 
.727 -.075 .155 
VALUE7: Person striving to maintain a very luxurious 
lifestyle 
.686 .011 .116 
VALUE16: Individual who is obsessed with power .624 .159 .129 
VALUE11: Individual pursuing only personal enhancement .620 .173 .177 
VALUE6: Individual who does not believe all humans have  
the same rights 
.549 .169 .199 
VALUE5: Person who believes that pleasure is the only 
ultimate goal in life 
.473 .060 .336 
VALUE15: Employee with power of authority .439 .106 .307 
VALUE10: Dishonest individual -.040 .883 -.062 
VALUE19: Deceitful individual .070 .651 .153 
VALUE4: Individual who does not believe  ethical principles 
apply to everybody 
.214 .574 .136 
VALUE2: Individual who does not believe that everyone 
should be treated equally 
-.090 .072 .924 
VALUE1: Individual who chooses pleasure as a matter of 
principle 
.085 .003 .790 
VALUE14: Employee seeking control in an organisation .184 .012 .656 
VALUE18: Individual who believes it is acceptable to use 
persuasion for own benefit 
.252 .108 .530 
 KMO = .952 
 Bartlett‟s test of sphericity = .000 
 Percentage variance explained = 72.264% 
 Eigenvalue = 14.453 
 
The first factor was labeled SELF-CENTRED due to the nature of the thirteen items loading 
onto this factor. Many of these items refer to negative Values/beliefs as reflected by hedonism, 
power and machiavellinism (refer to Chapter Five Section 5.2.2 for more details on these three 
value types). 
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 A selfish individual is more likely to engage in unethical behaviour at work. 
 An individual who believes in manipulation to attain a specific result is more likely to engage 
in unethical behaviour at work. 
 An unforgiving individual is more likely to engage in unethical behaviour at work. 
 An individual who does not believe that moral demands apply to everyone irrespective of 
their culture and creed, is more likely to engage in unethical behaviour. 
 An individual who has no concern for conventional morality is more likely to engage in 
unethical behaviour in the workplace. 
 An individual who is not at all concerned about the welfare of others is more likely to engage 
in unethical behaviour. 
 An employee who wants to climb the corporate ladder quickly is more likely to engage in 
unethical behaviour. 
 A person striving to maintain a very luxurious lifestyle is more likely to engage in unethical 
behaviour. 
 An individual who is obsessed with power is more likely to engage in unethical behaviour at 
work. 
 An individual pursuing only personal enhancement is more likely to engage in unethical 
behaviour in the workplace. 
 An individual who does not believe that all humans have the same rights is more likely to 
engage in unethical behaviour. 
 A person believing that pleasure is the only ultimate goal and one should live for that only, is 
more likely to engage in unethical behaviour. 
 An employee with power of authority in an organisation is more likely to engage in unethical 
behaviour. 
 
Three items loaded onto the second factor which was labeled DISHONEST. These items also 
have negative connotations and refer to hedonism and machiavellianism as was explained in 
Chapter Five Section 5.2.2. These items were: 
 
 A dishonest individual is more likely to engage in unethical behaviour at work. 
 A deceitful individual is more likely to engage in unethical behaviour at work. 
 An individual who does not believe that ethical principles apply to everybody is more likely 
to engage in unethical behaviour. 
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The third factor consisted of the remainder of the items which were: 
 
 An individual who does not believe that everyone should be treated equally is more likely to 
engage in unethical behaviour. 
 An individual choosing pleasure as a matter of principle is more likely to engage in 
unethical behaviour. 
 An employee seeking control in an organisation is more likely to engage in unethical 
behaviour. 
 An individual who believes it is acceptable to use persuasion to reach a certain goal is more 
likely to engage in unethical behaviour at work.  
 
Based on the nature of these items, this factor was labeled CONTROLLING NATURE.  
 
Items in the SELF-CENTRED and DISHONEST factor are predominantly related to hedonism, 
power and machiavellianism. These Values/beliefs are fairly negative as compared to 
benevolence and universalism as explained in Chapter Five Section 5.2.2. The findings of the 
exploratory factor analysis clearly indicate the intricate nature associated with ethical 
value/beliefs. 
 
In the next section, the factor analysis results of the last independent variable are explained.  
 
d) Individual traits 
 
Sixteen items were formulated to reflect the impact of Individual traits on Unethical behaviour. 
The exploratory factor analysis exposed three factors as illustrated in Table 8.9 below. 
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Table 8.9: Rotated factor matrix: Individual traits 
 
ITEM 
FACTOR 
PESSIMIST INSECURITY 
COPING 
STRATEGY 
TRAIT8: Individual who believes in luck .920 -.023 -.060 
TRAIT13: Individual who wants to achieve more in less time .856 .003 -.043 
TRAIT11: Individual who doubts that his/her behaviour will be 
successful 
.837 .057 -.047 
TRAIT6: Person who believes other people are superior to him/her .815 .065 -.033 
TRAIT2: Employee who is pessimistic about his/her work .803 .028 -.016 
TRAIT15: Employee who displays high time-urgency traits .649 .026 .185 
TRAIT16: Individual who behaves only with self-interest .567 .148 .201 
TRAIT4: Person who thinks he/she cannot cope with challenging 
work demands 
.548 .005 .285 
TRAIT3: Employee who holds negative views about him/herself .474 .067 .327 
TRAIT10: Individual who believes that life events are beyond 
his/her control 
.461 .203 .287 
TRAIT7: Employee who does not want to take responsibility for 
his/her actions 
-.070 .888 -.011 
TRAIT1: Insecure individual .093 .731 -.026 
TRAIT12: Individual who displays hyper-competitive traits .187 .553 .094 
TRAIT9: Individual not relying on personal value system when 
making decisions 
.123 -.062 .737 
TRAIT5: Individual who believes he/she cannot accomplish goals 
without cheating 
-.069 .133 .567 
TRAIT14: Individual who wants to achieve goals against 
opposing efforts of others 
.369 .029 .560 
 KMO = .942 
 Bartlett‟s test of sphericity = .000 
 Percentage variance explained = 71.041% 
 Eigenvalue = 11.366 
 
An Eigenvalue of 11.37 and factor loading of greater than 0.46 are reported in Table 8.9. The 
factor Individual traits explain 71.04% of the variance in the data. Sufficient evidence of 
discriminant validity is therefore provided. 
 
The following 10 items loaded onto the first factor: 
 
 An individual who believes in luck is more likely to engage in unethical behaviour. 
 An individual who wants to achieve more in less time is more likely to engage in unethical 
behaviour. 
 An individual who doubts that his/her behaviour will be successful in his/her career is more 
likely to engage in unethical behaviour. 
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 A person who believes other people are superior to him/her is more like to engage in 
unethical behaviour at work. 
 An employee who is pessimistic about his/her work is more likely to engage in unethical 
behaviour. 
 An employee who displays high time-urgency traits (need for quick response or action) is 
more likely to engage in unethical behaviour. 
 An individual who behaves only with self-interest is more likely to engage in unethical 
behaviour. 
 A person who thinks he/she cannot cope with challenging work demands is more likely to 
engage in unethical behaviour. 
 An employee who holds negative views about him/herself is more likely to engage in 
unethical behaviour. 
 An individual who believes that life events are beyond his/her control is more likely to 
engage in unethical behaviour at work. 
 
Due to the nature of these items, this factor was called PESSIMIST. As was the case in the 
previous section, most of the items in this factor also refer to negative characteristics of an 
individual. It is also apparent that a number of items are related to external locus of control. 
 
The second factor, INSECURITY, consisted of three items. These were: 
 
 An employee who does not want to take responsibility for his/her actions is more likely to 
engage in unethical behaviour. 
 An insecure individual is more likely to engage in unethical behaviour in the workplace. 
 An individual who displays hyper-competitive traits is more likely to engage in unethical 
behaviour at work. 
 
The remaining items loaded together onto the third factor which was labelled as COPING 
STRATEGY: 
 
 An individual who does not rely on his/her personal value system when making decisions is 
more likely to engage in unethical behaviour. 
 An individual who believes he/she cannot accomplish goals without cheating is more likely 
to engage in unethical behaviour. 
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 An individual who wants to achieve goals against the opposing efforts of others is more 
likely to engage in unethical behaviour. 
 
An outstanding feature of Individual traits was that it split into three factors which were 
primarily associated with individuals who hold negative attitudes about life as well as their 
ability to cope and attain goals in the workplace.   
 
The internal consistency measures are explained in the subsequent section.  
 
8.4 INTERNAL CONSISTENCY MEASURES (RELIABILITY) 
 
Cronbach‟s alpha coefficients were calculated to establish the internal consistency (reliability) 
of the scores derived from the measuring instrument (Table 8.10). Reliability reflects the degree 
to which the results are free of error and thus the accuracy and precision of a measurement 
procedure (Cooper & Schindler 2006:318).  
 
Table 8.10: Cronbach’s alpha coefficient scores 
 
 FACTOR  CRONBACH’S ALPHA 
COEFFICIENTS 
Dependent 
variables 
UNETH: MISREPRESENTING INFORMATION .728 
UNETH: STEALING .795 
Independent 
variables 
CONS: PUNISHMENT .859 
CONS: ORGANISATIONAL INVOLVEMENT .795 
CONS: RECOGNITION .844 
OTHERS: OTHERS .846 
VALUES: SELF-CENTRED .961 
VALUES: DISHONEST .829 
VALUES: CONTROLLING NATURE .903 
TRAIT: PESSIMIST .951 
TRAIT: INSECURE .825 
TRAIT: COPING STRATEGY .784 
 
As indicated in Table 8.10, all the coefficients were in excess of the suggested cut-off point of 
0.7 indicating scale reliability (Gillham 2004:40).  
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8.5 HYPOTHESES TESTING 
 
Multiple linear regression can be used to predict a dependent variable based on several 
independent or explanatory variables (Cooper & Schindler 2007:576). Multiple linear regression 
was performed in this study to determine whether the independent variables shown in Table 8.10 
have a significant influence on the two dependent variables Unethical behaviour 
(MISREPRESENTING INFORMATION and STEALING). 
 
The coefficient of multiple determination (R
2
) determines the percentage of the variation in the 
dependent variable(s) that can be explained by variations in the independent variables (Hair, 
Anderson, Tatham & Black 1998:143). The R
2
 and Beta-coefficients (standardised regression 
coefficients) will be highlighted for each factor. The beta shows the relative contribution that 
factor gives to the explanatory power of the equation. The coefficient must however be 
significant (Cooper & Schindler 2007:576-577). 
 
The exploratory factors analysis revealed that the dependent variable, as well as the proposed 
independent variables, split into numerous factors as depicted in Table 8.10. As a result refined 
hypotheses were developed.  
 
The following refined null hypotheses were thus tested by means of multiple linear regression.  
 
8.5.1 Consequences of actions  
 
   H0
1.1
: There is no relationship between Unethical behaviour (MISREPRESENTING      
INFORMATION) and Consequences of actions (PUNISHMENT). 
H0
1.2
: There is no relationship between Unethical behaviour (MISREPRESENTING 
INFORMATION) and Consequences of actions (ORGANISATIONAL 
INVOLVEMENT). 
H0
1.3
: There is no relationship between Unethical behaviour (MISREPRESENTING 
INFORMATION) and Consequences of actions (RECOGNITION). 
H0
1.4
: There is no relationship between Unethical behaviour (STEALING) and Consequences   
of actions (PUNISHMENT). 
H0
1.5
: There is no relationship between Unethical behaviour (STEALING) and Consequences 
of actions (ORGANISATIONAL INVOLVEMENT). 
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H0
1.6
: There is no relationship between Unethical behaviour (STEALING) and Consequences 
of actions (RECOGNITION). 
 
The results are shown in Tables 8.11 and 8.12.  
 
Table 8.11: Regression analysis results: Unethical behaviour (MISREPRESENTING   
INFORMATION) and Consequences of actions (PUNISHMENT, 
ORGANISATIONAL INVOLVEMENT and RECOGNITION) 
 
Factors 
Beta 
coefficients t-values 
Level of 
significance 
1          (Constant)  15.922 .000 
            PUNISHMENT .669 10.572    .000* 
            ORGANISATIONAL INVOLVEMENT -.148 -2.513 .013* 
            RECOGNITION -.075 -1.061 .289 
 
* p < 0.05 
R
2
 = .333 
 
Regarding the dependent variable (MISREPRESENTING INFORMATION), two of the three 
factors measuring Consequences of actions were statistically significant, namely 
PUNISHMENT (t = 10.57; p < 0.05) and ORGANISATIONAL INVOLVEMENT (t = -2.51; p 
< 0.05). A negative relationship was found between ORGANISATIONAL INVOLVEMENT 
and Unethical behaviour (MISREPRESENTING INFORMATION). This means that the less 
the organisation is involved in institutionalising business ethics, the more unethical behaviour 
there is likely to be. The consequences of this finding will be elaborated on in Chapter 9 Section 
9.3.2. 
 
As indicated in Table 8.11, there was a positive relationship between PUNISHMENT and 
Unethical behaviour (MISREPRESENTING INFORMATION). This implies that punishment 
(such as demotion and suspension without receiving salary) will be deterrents to misrepresenting 
information.  
 
The findings also show that the independent variable Consequences of actions explains 33.3% 
of the variance in the Unethical behaviour (MISREPRESENTING INFORMATION) data. 
Based on these findings hypotheses H0
1.1 
and H0
1.2
 can be rejected, whereas H0
1.3
 cannot be 
rejected. 
 - 150 - 
Table 8.12: Regression analysis results: Unethical behaviour (STEALING) and 
Consequences of actions (PUNISHMENT, ORGANISATIONAL 
INVOLVEMENT and RECOGNITION) 
 
Factors 
Beta 
coefficients t-values 
Level of 
significance 
 1           (Constant)  24.654 .000 
              PUNISHMENT .477 6.862  .000* 
              ORGANISATIONAL INVOLVEMENT -.103 -1.595 .112 
              RECOGNITION .002 .031 .976 
   * p < 0.05 
   R
2
 = .195 
 
The independent variable Consequences of actions explains 19.5% of the variance in Unethical 
behaviour (STEALING). Only the factor PUNISHMENT (t = 6.86; p < 0.05) showed a 
significant relationship in terms of the second dependent variable (STEALING). A positive 
relationship was found between PUNISHMENT and Unethical behaviour specifically relating 
to falsifying financial reports, violating contract terms and stealing assets. These results 
indicated that the higher the likelihood of punishment, the higher the likelihood that employees 
will refrain from unethical behaviour. As a result hypothesis H0
1.4
 can be rejected. Hypotheses 
H0
1.5
 and H0
1.6
 cannot be rejected as ORGANISATIONAL INVOLVEMENT and 
RECOGNITION do exhibit significant relationships with Unethical behaviour (STEALING). 
The respective relationships are summarised in Figure 8.1.  
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Figure 8.1: The relationship between Consequences of actions and Unethical behaviour 
 
 
 
 
 
 
 
 
 
 
 
 
The importance of punishment in the minds of the respondents was also highlighted in Table 
8.2. Respondents placed a great deal of emphasis on disciplining violators of ethical norms. The 
results in Table 8.2 showed that disciplining violators of ethical norms is the fourth-most 
important consideration in the institutionalisation process. The general sentiment during the 
semi-structured personal interviews with members of Sanlam‟s ethical committee also revealed 
that respondents regarded punishment as an important deterrent of unethical behaviour in this 
industry. Interviewees felt punishment should be in place to prevent unethical behaviour, instead 
of providing rewards for ethical behaviour. These empirical findings are furthermore in line with 
previous findings of studies conducted by, amongst others, Tittle and Rowe (1973:488), Buckley 
et al. (1998:287), Cherry and Fraedrich (2002:951), and Barnett and Valentine (2002:338). 
These studies all found that the risk of getting caught and being punished are deterrents to 
engage in unethical behaviour at work.  
 
Both the qualitative and quantitative findings as they pertain to organisational involvement and 
specifically the provision of incentives for ethical behaviour, contradict the literature. Theory 
suggests that rewards or incentives for ethical behaviour in organisations could be beneficial in 
terms of increased ethical behaviour (Rabin 2003:459; Miceli & Near 2005:108; Markopolos & 
Casey 2010:279).  
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8.5.2 Significant others 
 
The following refined null hypotheses were developed to test the influence of Significant others 
on Unethical behaviour.  
 
H0
2.1
: There is no relationship between Unethical behaviour (MISREPRESENTING 
INFORMATION) and Significant others (OTHERS). 
H0
2.2
:    There is no relationship between Unethical behaviour (STEALING) and Significant 
others (OTHERS). 
 
The findings are illustrated in Tables 8.12 and 8.13. 
  
Table 8.13: Regression analysis results: Unethical behaviour (MISREPRESENTING 
INFORMATION) and Significant others (OTHERS) 
 
Factors 
Beta 
coefficients t-values 
Level of 
significance 
 1           (Constant)  17.547 .000 
              OTHERS .213 3.785 .000* 
   * p < 0.05 
   R
2
 = .045 
 
Table 8.14: Regression analysis results: Unethical behaviour (STEALING) and Significant 
others (OTHERS) 
 
Factors 
Beta 
coefficients t-values 
Level of 
significance 
 1           (Constant)  25.250 .000 
              OTHERS .215 3.827 .000* 
   * p < 0.05 
   R
2
 = .046 
 
The independent variable Significant others explains 4.5% of the variance in Unethical 
behaviour (MISREPRESENTING INFORMATION) and 4.6% of the variance in Unethical 
behaviour (STEALING).  
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The factor Significant others is significantly related to both dependent variables and therefore 
hypotheses H0
2.1
 and H0
2.2
 can be rejected. This factor is significantly and positively related to 
Unethical behaviour (MISREPRESENTING INFORMATION) (t = 3.79; p < 0.05) and 
Unethical behaviour (STEALING) (t = 3.83; p < 0.05). This indicates that Significant others 
such as management, peers, authority figures and social referents indeed influence the views of 
respondents regarding acceptable moral behaviour in the workplace. These significant 
relationships are depicted in Figure 8.2. 
 
Figure 8.2: The relationship between Significant others and Unethical behaviour 
 
 
 
   
 
 
 
 
 
These findings with regard to importance of significant others in shaping ethical decision-
making and behaviour are in line with the qualitative results of this study, as well as empirical 
findings of Sims and Keon (1999:393) Jackson (2000:349) and Beams et al. (2003:309). As 
indicated in Chapter Five Section 5.2.2. Sims and Keon (1999:393) found that employees‟ 
perception of supervisors‟ expectations was significantly related to ethical decision-making, 
whereas Jackson (2000:349) found that top management‟s attitude significantly influences a 
lower level manager‟s behaviour in ethical decision-making. A study by Beams et al. (2003:309) 
revealed that peer pressure positively influenced the intent to behave unethically. 
 
8.5.3 Values/beliefs 
 
The following refined null hypotheses were formulated to test the relationship between 
Values/beliefs and Unethical behaviour. 
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H0
3.2
: There is no relationship between Unethical behaviour (MISREPRESENTING 
INFORMATION) and Values/beliefs (DISHONEST). 
H0
3.3
: There is no relationship between Unethical behaviour (MISREPRESENTING 
INFORMATION) and Values/beliefs (CONTROLLING NATURE). 
H0
3.4
:    There is no relationship between Unethical behaviour (STEALING) and Values/beliefs 
(SELF-CENTRED). 
H0
3.5
:    There is no relationship between Unethical behaviour (STEALING) and Values/beliefs 
(DISHONEST). 
H0
3.6
:    There is no relationship between Unethical behaviour (STEALING) and Values/beliefs 
(CONTROLLING NATURE). 
 
Values/beliefs explain 10.1% of the variance in Unethical behaviour (MISREPRESENTING 
INFORMATION). Table 8.15 illustrates that for the first dependent variable 
(MISREPRESENTING INFORMATION), only one of the three factors measuring 
Values/beliefs showed a statistically significant relationship, namely DISHONEST (t = 3.20; p < 
0.05). The positive relationship between DISHONEST and Unethical behaviour suggests that a 
dishonest and deceitful individual is more likely to falsify reports and provide inappropriate 
information. As such, hypothesis H0
3.2
 can be rejected. Hypotheses H0
3.1
 and H0
3.3
 can however 
not be rejected. 
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             Table 8.15: Regression analysis results: Unethical behaviour (MISREPRESENTING      
INFORMATION) and Values/beliefs (SELF-CENTRED, DISHONEST AND 
CONTROLLING NATURE) 
 
Factors 
Beta 
coefficients t-values 
Level of 
significance 
 1           (Constant)  15.988 .000 
              SELF-CENTRED .030 .295 .768 
              DISHONEST .232 3.199 .002* 
              CONTROLLING NATURE .093 1.028 .305 
   * p < 0.05 
   R
2
 = .101 
 
Table 8.16 indicates that Values/beliefs explain 11.1% of the variance of the second dependent 
variable, namely Unethical behaviour (STEALING). Three factors namely, SELF-CENTRED (t 
= 2.36; p < 0.05), DISHONEST (t = 3.86; p < 0.05) AND CONTROLLING NATURE (t = -
2.77; p < 0.05) were all significantly related to the second dependent variable Unethical 
behaviour (STEALING). The first two factors were positively related to Unethical behaviour 
(STEALING). This implies that an individual that is self-centred (see the items describing factor 
one in Table 8.8), dishonest and deceitful is more likely to engage in other more serious acts of 
Unethical behaviour such as stealing.  
 
Table 8.16: Regression analysis results: Unethical behaviour (STEALING) and Values/beliefs 
(SELF-CENTRED, DISHONEST AND CONTROLLING NATURE) 
 
Factors 
Beta 
coefficients t-values 
Level of 
significance 
 1           (Constant)  24.527 .000 
              SELF-CENTRED .235 2.360 .019* 
              DISHONEST .279 3.864 .000* 
              CONTROLLING NATURE -.250 -2.774 .006* 
   * p < 0.05 
   R
2
 = .111 
 
CONTROLLING NATURE was negatively related to Unethical behaviour (STEALING). The 
literature suggest that individuals who seek power, those that use persuasion and manipulation, 
and those seeking pleasure are more likely to engage in unethical behaviour (Bass et al. 
(1999:183; Beu et al. (2003:88). This finding thus contradicts the literature as discussed in 
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Chapter 5 Section 5.2.2 and will be explained further in Chapter 9, Section 9.3.2. Based on the 
findings H0
3.4
, H0
3.5
 and H0
3.6
 can be rejected as there are statistically significant relationships 
between the respective factors and unethical behaviour (Table 8.16). The relationships are 
illustrated in Figure 8.3. 
 
Figure 8.3: The relationship between Values/beliefs and Unethical behaviour 
 
   
 
 
 
   
 
 
 
 
 
 
 
The Values/beliefs namely SELF-CENTRED and DISHONEST, illustrated in Figure 8.3 above, 
are predominantly characteristics associated with a hedonistic and machiavellian individual.  
Empirical findings of Beu et al. (2003:88) and Watson et al. (2009:17-19) found that hedonism 
and machiavellianism are both positively related to unethical decisions. During the qualitative 
investigation, respondents were also of the opinion that a hedonistic and machiavellian person is 
more likely to engage in unethical behaviour. 
 
These results also relate to the findings with respect to the level of moral development indicating 
that most employees in the life insurance sector have high levels of moral development (post-
conventional level) and will thus place the needs of clients first rather their own. A large 
percentage of respondents in the sample appear not to be too self-centred. This could be as a 
result of the FAIS Act (No.37 of 2002) which protects consumers of financial services as 
explained in Section 1.2.5 of Chapter One. Self-centredness is connected with negative values 
such as hedonism, machiavellianism and power which were found to positively influence 
unethical behaviour (Crilly et al. 2008:175; Watson et al. 2009:12). 
 
With regard to the findings pertaining to CONTROLLING NATURE, the findings of this study 
contradicts the literature as well as most of the empirical findings of other studies which suggest 
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that individuals who seek power, those who use persuasion and manipulation, and those seeking 
pleasure are more likely to engage in unethical behaviour (Bass et al. 1999:183; Beu et al. 
2003:88).  
 
A possible explanation for this finding could be that some respondents in this study are in 
positions or power/control and do not see themselves as unethical. The findings could thus 
indicate a degree of response bias. During a pilot study, a similar situation was encountered with 
the following statement: workaholics are more likely to engage in unethical behaviour. Not a 
single respondent in the pilot study who regarded themselves as workaholics felt that they are 
more likely to engage in unethical behaviour. The question was subsequently deleted from the 
questionnaire.  
 
The relationship of the independent variable, individual traits, on unethical behaviour will be 
evaluated in the next section. 
 
8.5.4 Individual traits 
 
The following sets of refined null hypotheses were developed to test the relationship of 
Individual traits on Unethical behaviour. They are: 
 
H0
4.1
: There is no relationship between Unethical behaviour (MISREPRESENTING 
INFORMATION) and Individual traits (PESSIMIST). 
H0
4.2
: There is no relationship between Unethical behaviour (MISREPRESENTING 
INFORMATION) and Individual traits (INSECURE). 
H0
4.3
: There is no relationship between Unethical behaviour (MISREPRESENTING 
INFORMATION) and Individual traits (COPING STRATEGY). 
H0
4.4
:    There is no relationship between Unethical behaviour (STEALING) and Individual 
traits (PESSIMIST). 
H0
4.5
:    There is no relationship between Unethical behaviour (STEALING) and Individual 
traits (INSECURE). 
H0
4.6
:    There is no relationship between Unethical behaviour (STEALING) and Individual 
traits (COPING STRATEGY). 
 
The results of the regression analysis are illustrated in Tables 8.17 and 8.18. 
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Table 8.17: Regression analysis results: Unethical behaviour (MISREPRESENTING 
INFORMATION) and Individual traits (PESSIMIST, INSECURE AND 
COPING STRATEGY) 
 
Factors 
Beta 
coefficients t-values 
Level of 
significance 
 1           (Constant)  17.056 .000 
              PESSIMIST -.092 -.980 .328 
              INSECURE .068 .906 .365 
              COPING STRATEGY .365 4.454 .000* 
   * p < 0.05 
   R
2
 = .115 
 
Table  8.18:   Regression analysis results: Unethical behaviour (STEALING) and Individual 
                        traits (PESSIMIST, INSECURE AND COPING STRATEGY) 
 
Factors 
Beta 
coefficients t-values 
Level of 
significance 
 1           (Constant)  26.180 .000 
              PESSIMIST -.060 -.625 .532 
              INSECURE .085 .760 .448 
              COPING STRATEGY .261 3.093 .002* 
* p < 0.05 
R
2
 = .063 
 
The independent variable Individual traits explains 11.5% and 6.3% of the variance in Unethical 
behaviour (MISREPRESENTING INFORMATION) and Unethical behaviour (STEALING) 
respectively. With regard to MISREPRESENTING INFORMATION, only one of the three 
factors measuring Individual traits showed a statistically significant relationship, namely 
COPING STRATEGY (t = 4.45; p < 0.05). This was also the only significant factor which was 
positively related to the second dependent variable STEALING. These results indicate that an 
individual who wants to attain goals against the opposing efforts of others, believes he/she 
cannot accomplish goals without cheating and does not rely on his/her personal value system 
when making ethical decisions is more likely to engage in unethical behaviour. As such 
hypotheses H0
4.3
 and H0
4.6
 can be rejected, whereas hypotheses H0
4.1
, H0
4.2
, H0
4.4
 and H0
4.5
 cannot 
be rejected (as a number of statistically significant relationships exist). The empirical findings 
pertaining to Individual traits are illustrated in Figure 8.4. 
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Figure 8.4: The relationship between Individual traits and Unethical behaviour 
 
 
 
 
 
   
 
 
 
 
 
Table 8.4 showed that the majority of respondents in this sample relied on their personal value 
systems for guidance when dealing with moral dilemmas. As the results above indicate that 
individuals who do not rely on personal value systems are more likely to engage in unethical 
behaviour, this finding is satisfactory as it indicates that employees in the life insurance sector is 
likely to be ethically orientated.   
 
This factor also links with two of the pillars of the fraud triangle as explained in Chapter 2, 
Section 2.4.3, namely justification/rationalisation and opportunity. For example,  in a company 
where there is room to exploit the organisation‟s codes, rules or principles, an employee who 
does not rely on his/her personal values when making a decision is likely to exploit  
opportunities to engage in unethical behaviour. Such an individual could also see a situation like 
this as a justification for behaving unethically i.e. he/she might argue that the organisation 
should have ensured that the company‟s policies and rules are in comprehensive enough in the 
first place. Employees in this sample are thus less likely to use an opportunity or justification, as 
explained in the fraud triangle, as reasons to commit fraud. This is a comforting though given 
that they are working with other people‟s money and it is impossible to foresee all possible acts 
of unethical behaviour and develop rules beforehand.  
 
COPING STRATEGY can be associated with the following individual traits discussed in the 
literature review: Type “A” personality, ego strength and external locus of control. The literature 
suggests that “A” personalities often strive to achieve specific results against the opposing 
efforts of others (especially if doing so will benefit them) and that individuals with low self 
esteem often feel they cannot cope and accomplish goals without cheating. In similar vein, 
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individuals with an external locus of control might feel that life events are beyond their control 
and are a result of fate or destiny. Such individuals might therefore take less responsibility for 
the consequences of their actions. These traits primarily deal with individuals who think they 
cannot cope with a specific task without engaging in unethical behaviour. Similar empirical 
findings include Buckley et al. (1998:286), Cherry and Fraedrich (2000:173), Shapeero et al. 
(2003:478), Haines and Leonard (2007:13). These empirical findings also support the qualitative 
findings of this study. 
 
8.5.5 Level of moral development 
 
Two refined null hypotheses were formulated to test the relationship between Unethical 
behaviour (MISREPRESENTING INFORMATION and STEALING) and a respondent‟s Level 
of moral development. 
 
H0
5.1
:      There is no difference between the various Levels of moral development with regard to 
Unethical behaviour (MISREPRESENTING INFORMATION). 
H0
5.2
:      There is no difference between the various Levels of moral development with regard to 
Unethical behaviour (STEALING). 
 
As mentioned earlier, this variable was not subjected to exploratory factor analysis as the nature 
of the data did not allow for such an analysis. A Scheffé test was conducted to determine 
whether there are any significant differences between the mean scores of the different groups 
(Levels of moral development) with respect to Unethical behaviour as measured by the factors 
MISREPRESENTING INFORMATION and STEALING. The relationship of Level of moral 
development on Unethical behaviour was measured with ordinal and nominal-scaled data. The 
Scheffé test is generally used to determine if there is a significant difference between the means 
of different groups within a sample (Howell 2002:192-195).  
 
The results, as expected, indicate that with regard to Unethical behaviour 
(MISREPRESENTING INFORMATION), significant differences were detected between group 
means. There was also a significant difference between the means of group five (highest level of 
moral development) and group one (lowest level of moral development) with respect to the 
depending variable STEALING. These differences between the groups‟ mean scores and each 
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group‟s respective mean are illustrated in Tables 8.19-8.22. As such hypotheses H0
5.1
 and H0
5.2
 
can be rejected. 
 
Table 8.19: Group comparisons with Unethical behaviour (MISREPRESENTING 
INFORMATION) 
Scheffe - Multiple Comparisons 
(I) MORAL (J) MORAL Mean 
Difference (I-J) Std. Error Sig. 
95% Confidence Interval 
Lower Bound Upper Bound 
2 
1 
 
2 .34211 .15419 .298 -.1358 .8200 
3 -.59539
*
 .15906 .008* -1.0884 -.1024 
4 -.70810
*
 .11922 .000* -1.0776 -.3386 
5 -.87047
*
 .11350 .000* -1.2223 -.5187 
2 
 
1 -.34211 .15419 .298 -.8200 .1358 
3 -.93750
*
 .16107 .000* -1.4368 -.4382 
4 -1.05020
*
 .12189 .000* -1.4280 -.6724 
5 -1.21257
*
 .11629 .000* -1.5730 -.8521 
3 
 
1 .59539
*
 .15906 .008* .1024 1.0884 
2 .93750
*
 .16107 .000* .4382 1.4368 
4 -.11270 .12799 .942 -.5094 .2840 
5 -.27507 .12268 .287 -.6553 .1052 
4 
 
1 .70810
*
 .11922 .000* .3386 1.0776 
2 1.05020
*
 .12189 .000* .6724 1.4280 
3 .11270 .12799 .942 -.2840 .5094 
5 -.16237 .06296 .159 -.3575 .0328 
5 
 
1 .87047
*
 .11350 .000* .5187 1.2223 
2 1.21257
*
 .11629 .000* .8521 1.5730 
3 .27507 .12268 .287 -.1052 .6553 
4 .16237 .06296 .159 -.0328 .3575 
* p < 0.05  
              F = 38.477 (p = .000) 
 
Table 8.20 illustrates the descriptive statistics of the different Levels of moral development and 
Unethical behaviour as it pertains to the misrepresentation of information. 
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Table 8.20: Descriptive statistics of the different Levels of moral development and 
(MISREPRESENTING INFORMATION) 
 
KOHLBERG’S LEVELS OF MORAL DEVELOPMENT N MEAN 
STD. 
DEVIATION 
Pre-conventional: Reaction to punishment 19 3.84 0.61 
Pre-conventional: Seeking of rewards 18 3.50 0.81 
Conventional-level: Law and order 16 4.44 0.69 
Post-conventional: Social contract orientation 83 4.55 0.41 
Post-conventional: Universal principle orientation 167 4.71 0.40 
Total 303   
 
Table 8.21: Group comparisons with Unethical behaviour (STEALING) 
 
Scheffe - Multiple Comparisons 
(I) MORAL (J) MORAL Mean Difference 
(I-J) Std. Error Sig. 
95% Confidence Interval 
Lower Bound Upper Bound 
 
1 
 
2 -.07992 .13971 .988 -.5130 .3531 
3 -.06140 .14413 .996 -.5082 .3853 
4 -.31241 .10803 .082 -.6473 .0224 
5 -.40172
*
 .10284 .005 -.7205 -.0829 
2 
 
1 .07992 .13971 .988 -.3531 .5130 
3 .01852 .14595 1.000 -.4339 .4709 
4 -.23249 .11044 .353 -.5748 .1098 
5 -.32180 .10538 .056 -.6484 .0048 
3 
 
1 .06140 .14413 .996 -.3853 .5082 
2 -.01852 .14595 1.000 -.4709 .4339 
4 -.25100 .11598 .324 -.6105 .1085 
5 -.34032 .11116 .055 -.6849 .0042 
4 
 
1 .31241 .10803 .082 -.0224 .6473 
2 .23249 .11044 .353 -.1098 .5748 
3 .25100 .11598 .324 -.1085 .6105 
5 -.08932 .05705 .654 -.2661 .0875 
5 
 
1 .40172
*
 .10284 .005 .0829 .7205 
2 .32180 .10538 .056 -.0048 .6484 
3 .34032 .11116 .055 -.0042 .6849 
4 .08932 .05705 .654 -.0875 .2661 
* p < 0.05 
 F = 7.157 (p = .000) 
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Table 8.22: Descriptive statistics of the different Levels of moral development and 
(STEALING) 
KOHLBERG’S LEVELS OF MORAL DEVELOPMENT N MEAN STD. 
DEVIATION 
Pre-conventional: Reaction to punishment 19 4.44 0.47 
Pre-conventional: Seeking of rewards 18 4.52 0.64 
Conventional-level: Law and order 16 4.50 1.03 
Post-conventional: Social contract orientation 83 4.75 0.35 
Post-conventional: Universal principle orientation 167 4.84 0.32 
Total 303   
 
In addition, Tables 8.20 and 8.22 illustrates the ordinal relationship and mean differences 
between the different groups (Level of moral development) as it pertain to Unethical behaviour. 
The lowest level of moral development group had lower mean scores than those with higher 
levels. This link was also evident with the descriptive statistics of level of moral development 
where Tables 8.3 and 8.4 showed that the majority of respondents had high levels of moral 
development and are ethically orientated. This finding is important as it shows that there is a 
significant difference between an individual‟s level of moral development and perception of 
unethical behaviour as described by Kohlberg‟s model of moral development. This relationship 
can be depicted in Figure 8.5 below. 
 
Figure 8.5: The relationship between Level of moral development and Unethical behaviour 
 
 
 
 
 
 
 
 
Anecdotal evidence of unethical behaviour in the financial services industry and especially in 
the insurance sector suggests that employees exhibit a fairly low level of moral development. 
The results of this study however indicate that the public view is incorrect. In this study the 
majority of the employees in the South African life insurance sector (more than 80% of them) 
have a high level of moral development. As indicated in Table 8.23 the majority of the 
respondents seemingly operate at a post-conventional level and thus place a premium on “doing 
the right thing”.  
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 Table 8.23: Respondents’ Level of moral development 
 
GIVEN THIS SCENARIO, MY 
BEHAVIOUR WILL BE BASED ON: 
KOHLBERG’S LEVELS OF MORAL 
DEVELOPMENT 
N % 
the consequences of my behaviour i.e. I 
could be punished as my actions contradict 
company policy. 
Pre-conventional: Reaction to punishment 16 5.28 
the rewards that I will receive (higher 
commission and keeping  my job). 
Pre-conventional: Seeking of rewards 18 5.94 
management‟s orders. Conventional-level: Law and order 19 6.27 
the belief that society‟s welfare is 
important. 
Post-conventional: Social contract 
orientation 
83 27.39 
my personal values which suggest that I 
should do the “right”   thing irrespective of 
management‟s orders.                                                                                                                           
Post-conventional: Universal principle 
orientation 
167 55.12 
Total  303 100.00 
 
8.6 SUMMARY AND CONCLUSIONS 
 
In this chapter, the quantitative results of this study were presented. Firstly, this chapter 
identified the manner in which mechanisms to institutionalise business ethics are implemented 
in insurance companies as well as the factors that influence unethical behaviour.  
 
A number of descriptive statistics were presented on the institutionalisation of business ethics 
and the levels of moral development. Findings indicated that there is a clear difference between 
an individual‟s levels of moral development and propensity to engage in unethical behaviour. 
The majority of respondents have high levels of moral development and as a result finds 
themselves on the post-conventional level of moral development as described by Kohlberg 
(1971). Clear ethical standards and guidelines as well as a commitment to fair treatment of 
clients were seen as the two most important mechanisms when institutionalising business ethics. 
 
The validity and reliability of the measuring instrument was calculated. The reliability of the 
measuring instrument was confirmed as all Cronbach‟s alpha coefficients that were calculated 
were in excess of the suggested cut-off point of .700. Eleven factors that could influence 
unethical behaviour, as proposed in (Figure 8.6), were identified and a suitable name was 
assigned to each factor. Furthermore, appropriate refined null hypotheses were formulated and 
tested.  
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Figure 8.6 and Table 8.24 present a summary of the significant relationships identified and the 
refined null hypotheses which were empirically tested.  Significant relationships are illustrated 
with green lines. 
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Figure 8.6: Summary of significant relationships 
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Table 8.24: Summary of hypotheses tested 
 
Hypothesis Outcome of 
empirical test 
H0
1.1
: There is no relationship between Unethical behaviour (MISREPRESENTING INFORMATION) 
and Consequences of actions (PUNISHMENT). 
Rejected 
H0
1.2
: There is no relationship between Unethical behaviour (MISREPRESENTING INFORMATION) 
and Consequences of actions (ORGANISATIONAL INVOLVEMENT). 
Rejected 
H0
1.3
:  There is no relationship between Unethical behaviour (MISREPRESENTING    
INFORMATION) and Consequences of actions (RECOGNITION). 
Failed to reject 
H0
1.4
:  There is no relationship between Unethical behaviour (STEALING) and Consequences of 
actions (PUNISHMENT). 
Rejected 
H0
1.5
:  There is no relationship between Unethical behaviour (STEALING) and Consequences of 
actions (ORGANISATIONAL INVOLVEMENT). 
Failed to reject 
H0
1.6
:  There is no relationship between Unethical behaviour (STEALING) and Consequences of 
actions (RECOGNITION). 
Failed to reject 
H0
2.1
:  There is no relationship between Unethical behaviour (MISREPRESENTING 
INFORMATION) and Significant others (OTHERS). 
Rejected 
H0
2.2
:  There is no relationship between Unethical behaviour (STEALING) and Significant others 
(OTHERS). 
Rejected 
H0
3.1
:  There is no relationship between Unethical behaviour (MISREPRESENTING 
INFORMATION) and Values/beliefs (SELF-CENTRED). 
Failed to reject 
H0
3.2
:  There is no relationship between Unethical behaviour (MISREPRESENTING 
INFORMATION) and Values/beliefs (DISHONEST). 
Rejected 
H0
3.3
:  There is no relationship between Unethical behaviour (MISREPRESENTING 
INFORMATION)   and Values/beliefs (CONTROLLING NATURE). 
Failed to reject 
H0
3.4
:  There is no relationship between Unethical behaviour (STEALING) and Values/beliefs (SELF-
CENTRED). 
Rejected 
H0
3.5
:  There is no relationship between Unethical behaviour (STEALING) and Values/beliefs 
(DISHONEST). 
Rejected 
H0
3.6
:  There is no relationship between Unethical behaviour (STEALING) and Values/beliefs 
(CONTROLLING NATURE). 
Rejected 
H0
4.1
:  There is no relationship between Unethical behaviour (MISREPRESENTING 
INFORMATION) and traits (PESSIMIST). 
Failed to reject 
H0
4.2
:  There is no relationship between Unethical behaviour (MISREPRESENTING 
INFORMATION) and traits (INSECURE). 
Failed to reject 
H0
4.3
:  There is no relationship between Unethical behaviour (MISREPRESENTING 
INFORMATION) and traits (COPING STRATEGY). 
Rejected 
         H0
4.4
:  There is no relationship between Unethical behaviour (STEALING) and traits (PESSIMIST). Failed to reject 
         H0
4.5
:  There is no relationship between Unethical behaviour (STEALING) and traits (INSECURE). Failed to reject 
H0
4.6
:  There is no relationship between Unethical behaviour (STEALING) and traits (COPING 
STRATEGY). 
Rejected 
H0
5.1
:  There is no difference between the various levels of moral development with regard to 
Unethical behaviour (MISREPRESENTING INFORMATION). 
Rejected 
H0
5.2
:  There is no difference between the various levels of moral development with regard to 
Unethical behaviour (STEALING). 
Rejected 
 
In conclusion, the interrelated nature of variables influencing ethical decision-making and 
behaviour that first became apparent in the proposed conceptual model (Chapter 5) was again 
noticeable between the newly generated factors. One element that featured quite extensively in 
the factors was that individuals who have a negative mindset about life, themselves, their work, 
peers and the organisation are more likely to engage in unethical behaviour. Interventions to 
promote an ethical culture in an organisation should thus extend beyond the superficial and 
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address core issues such as trust, confidence and respect. 
  
In the next chapter the summary, conclusions and pertinent recommendation of this study will 
be presented. 
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CHAPTER NINE 
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 
 
9.1  INTRODUCTION 
 
In this final chapter, an overview of the study will be given along with a summary of the most 
significant findings. These findings will be interpreted and the implications thereof highlighted 
for financial services providers in general and life insurance companies in particular. 
Recommendations will be suggested based on findings. The chapter will be concluded by 
highlighting the contributions of the study, its limitations, and future areas for research. 
 
9.2  OVERVIEW OF THE RESEARCH 
 
Given the past economic climate and perceived unethical nature of the financial services 
industry, more specifically the life insurance sector, the purpose of this study was two-fold: 
firstly, to investigate the factors that influence unethical decision-making and behaviour in the 
local life insurance sector, and secondly to evaluate how business ethics are institutionalised at a 
sample of life insurance companies. In order to address the primary objective, a number of 
secondary objectives were identified:  
 
 To undertake a theoretical investigation into the nature and importance of business ethics 
with particular reference to the financial services industry and life insurance sector in 
South Africa, as well as the institutionalisation of business ethics in South African 
companies. 
 To generate a conceptual model of the factors impacting on business ethics in the 
financial services industry. 
 To develop a measuring instrument that will empirically test the relationships as 
described in the conceptual model.  
 To undertake an empirical investigation to examine the possible relationships between 
the dependent variable (unethical decision-making and behaviour) and the various 
independent variables identified during the literature review.  
 To provide guidelines to life insurance companies and other financial services providers 
in South Africa on how to effectively institutionalise business ethics in their businesses. 
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This study thus set out to integrate prior findings and theories on the factors that influence 
Unethical decision-making and behaviour; to find support for these theories in the business 
ethics literature; to incorporate these findings into a comprehensive model; and finally, to test 
whether these prior findings could be generalised to a specific setting, namely the life insurance 
sector in South Africa. A comprehensive literature study (Chapters 2-5) was conducted in order 
to identify as many variables as possible that could influence Unethical decision-making and 
behaviour. Substantial research was also conducted on the institutionalisation of business ethics 
in organisations. Based on secondary sources from the fields of Philosophy and Businesses 
Ethics as well as anecdotal evidence, a conceptual model (Figure 5.1) depicting these 
influencing factors was constructed. Five main factors (constructs) (Consequences of actions, 
Significant others, Individual traits, Values/beliefs, and Moral development) influencing 
Unethical decision-making and behaviour were identified and hypothesised. The first two 
secondary objectives were subsequently accomplished.  
 
Each factor was clearly defined and then operationalised by using reliable and valid items 
sourced from validated measuring instruments used in previous studies, as well as several self-
generated items based on secondary sources. These items were then used to empirically test the 
relationships described in the conceptual model. As a result the third secondary objective was 
achieved.  
 
Given the nature of the problem statement and the research objectives posed in this study, a 
phenomenological as well as positivistic research paradigm was adopted. The qualitative 
investigation was performed by means of semi-structured personal interviews with respect to the 
institutionalisation of business ethics and factors influencing Unethical decision-making and 
behaviour identified during the theoretical inquiry. After a pilot study was conducted with 
regard to the quantitative investigation, adjustments were made to the measuring instrument, and 
structured questionnaires were made available to respondents by means of an online survey. In 
total, 303 usable questionnaires were used for the statistical analysis of the data, indicating the 
attainment of the fourth secondary objective. The research questions that were based on the 
secondary objectives were consequently answered. 
 
The data collected from the usable questionnaires was subjected to various statistical analyses. 
An exploratory factor analysis was conducted to identify the factors underlying the data, 
confirming the validity of the measuring instrument used. Exploratory factor analysis was 
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unable to confirm the exact variables as originally proposed in the conceptual model. The 
proposed dependent variable Unethical decision-making and behaviour split into two factors, 
which were named Misrepresenting information and Stealing. The proposed independent 
variables Consequences of actions (Punishment, Organisational involvement and Recognition), 
Values/beliefs (Self-centred, Dishonest and Controlling nature), and Individual traits (Pessimist, 
Insecure and Coping strategy) each split into three factors as indicated in the brackets. Only the 
independent variable Significant others loaded as expected, and was consequently not split. The 
proposed variable Moral development was not subjected to factor analysis as it was measured on 
different scales, namely nominal and ordinal scales. 
 
To confirm the reliability of the measuring instrument, Cronbach‟s alpha coefficients were 
calculated for each of the factors identified during the exploratory factor analysis. All the 
constructs reported Cronbach‟s alpha coefficients of greater than 0.7, indicating scale reliability. 
On account of the exploratory factor analysis, the proposed conceptual model and the 
hypotheses were refined and subjected to regression analysis. A summary of the most significant 
relationships identified in the present study are given in Figure 9.1. It should be noted that the 
model, as illustrated in Figure 9.1, was not tested as a single model, but split into 5 submodels 
with each submodel being subjected to various analyses. 
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Figure 9.1: Summary of significant relationships 
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Based on these results various recommendations will put forward in this chapter on how these 
influencing factors can be managed in order to improve the institutionalisation of business 
ethics. The fifth and last secondary objective will thus be achieved.  
 
9.3 DISCUSSION OF RESULTS 
 
Various factors were reported in Chapters 7 and 8 as having a significant influence on Unethical 
decision-making and behaviour (Misrepresenting information and Stealing). In Figure 9.1, these 
relationships are summarised. In the sections to follow, the results as they pertain to the 
institutionalisation of business ethics as well as the significant relationships (Figure 9.1) will be 
interpreted and recommendations presented.  
 
9.3.1 Institutionalisation of business ethics 
 
The results of this study show that it is critically important that organisations set clear ethical 
standards and guidelines in their codes of conduct and policy documents. However, having 
guidelines, policies and programmes is not sufficient, as employees might not be aware of them. 
Ethical guidelines, policies and programmes need to be communicated widely throughout the 
organisation.  
 
The findings suggest that the life insurance companies in this sample are committed to the fair 
treatment of clients and employees. Due to the perceived unethical nature of insurance 
companies, companies in this sector should thus ensure that they build a good reputation and 
trust among clients and employees. When a company respects and takes care of its employees, 
employees are likely to do the same (Ferrell 2005:14). Customer loyalty is important for a 
company‟s long-term feasibility, especially in the highly competitive financial services sector. 
Building long-term relationships with customers ensures a good reputation with the public, and 
instils trust (Rossouw & Van Vuuren 2004:148-153; Ferrell 2005:16-18).  A good reputation 
will also be advantageous in relationships with other stakeholders such as investors, suppliers, 
local communities and the government.    
 
Based on the perceptions of the respondents, organisations in this sample have clear ethics 
management strategies which suggest that the respective organisations are committed to 
upholding high ethical standards. Goosen (2004:7) acknowledges the importance of 
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institutionalising business ethics and concedes that organisations with clearly defined values and 
objectives should convey them to all employees in order to ensure their institutionalisation. 
Ethics should thus be incorporated into a company‟s general vision and mission. This was also 
the general sentiment of the members of Sanlam‟s ethical committee. 
 
Respondents (in both the qualitative and quantitative investigations) placed a great deal of 
emphasis on disciplining violators of ethical norms. Ethical norms must be shown to be 
enforced in order to set a precedent and example for future transgressors of ethical norms. 
Organisations in the financial services industry cannot afford to be associated with a financial 
scandal as it could lead to serious repercussions for such an organisation i.e. a deprived 
reputation. Communication regarding ethical policies and programmes throughout the 
organisation did not feature as prominently in the results as expected. Companies in the life 
insurance sector should, however, ensure that any issues regarding business ethics should be 
clearly communicated throughout the organisation, as explained earlier. 
 
Based on the literature review, it was further expected that respondents would attach more value 
to incentives offered to employees who report unethical behaviour. The qualitative findings 
explained a possible reason for the lack of incentives for reporting unethical behaviour namely, 
that ethical behaviour induced by monetary rewards could lead to reporting of unethical 
behaviour for the wrong reasons. In this regard, non-monetary rewards such as personal 
recognition could be an alternative for reporting unethical behaviour. Moreover, ethics 
committees of life insurance companies in South Africa need to ensure that business ethics is 
properly institutionalised. Particular attention should be given to the following aspects of the 
process: the implementation of a whistle-blowing hotline to employees and clients to report 
unethical behaviour; the protection of whistle-blowers; the implementation of ethics training 
systems; the assignment of role models and line managers to mentor employees regarding 
ethical issues; socialisation in order to introduce ethical standards, and the communication of the 
importance of business ethics throughout the organisation.  
 
Associations such as ASISA (the Association of Savings and Investments South Africa) and 
LOA (Life Offices Association of South Africa) that represent the majority of South African 
asset managers, collective investment scheme management companies, linked investment 
service providers, multi-managers and life insurance companies have an important role to play 
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with regard to the education of their members. These associations could assist their members on 
issues such as writing good codes of conduct and hosting ethics workshops. 
  
Additionally, an authority such as INSETA (Insurance Sector Education and Training 
Authority) which promotes and enables quality skills development through funding education 
and training in South Africa, should integrate more ethical issues into their training programmes.  
 
The government should regularly update and promulgate stricter legislation in the life insurance 
sector. Compliance and consumer protection are important in the financial services industry, and 
legislation such as the FAIS Act (No.37 of 2002), concerns itself amongst others with the rights 
of consumers. Other pieces of legislation include the Long and Short Term Insurance and the 
Financial Markets Control Act (No.40 of 1999). As was reported in the qualitative findings of 
this study, new legislation could change organisational behaviour. One interviewee claimed that 
in the 2000s the law was changed with regard to pension funds. This respondent was referring to 
surplus pension fund money being invested for other purposes. He said: “In the past when you 
used surplus money for other purposes it was not illegal or even improper in terms of any 
legislation or the public‟s view, but now because the law has changed the public regard that as 
theft as they see it as their money being used to enrich the company‟s profits”. This supports the 
idea that it is important to constantly update legislation. But then again, should it really be 
necessary for new legislation to be a guideline of what is ethical, or should organisations use 
their own value structures/principles to make decisions? In the words of Plato 407BC: “good 
people do not need laws to tell them to act responsibly, while bad people always find a way 
around the law”. This idea will be elaborated on in the next section dealing with levels of moral 
development.  
 
The mechanisms to institutionalise business ethics mentioned above are those considered the 
most important with regard to the institutionalisation of business ethics. In the next section, the 
findings with respect to the factors influencing unethical behaviour will be discussed. 
 
9.3.2 Factors influencing unethical behaviour 
 
Various factors and their relationship with Unethical behaviour were presented in Figure 9.1. 
Recommendations on how to manage/improve each of these factors are discussed in the 
subsequent paragraphs. 
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a)       Consequences of actions  
 
The empirical findings indicate that imprisonment, loss of reputation, suspension without 
receiving salary, and demotion are strong deterrents to engaging in Unethical behaviour in the 
life insurance sector. Punishment exhibited a strong relationship with both dependent variables, 
and is consequently a deterrent to misrepresenting corporate information, falsifying reporting 
information, violating contract terms with clients, and more aggressive unethical behaviour such 
as stealing assets. 
 
In the context of this South African study and the time frame during which it was conducted, 
these findings seem quite appropriate as the country has been suffering economically as a result 
of the global recession. This was a time, and still is, where employees cannot risk imprisonment, 
suspension or any form of punishment that would be to their detriment. 
 
Not only should organisations have deterrents for unethical behaviour in place as mentioned 
above, but employees should also be made aware that violators of ethical norms will indeed be 
punished. Punishment should be in place to reduce future misconduct and not primarily to 
administer judgement.  
 
The results also indicate that in organisations where there is a lack of incentives for ethical 
behaviour or control systems to detect unethical behaviour (i.e. where there is a low risk of 
being caught and punished), unethical behaviour is more likely to occur in terms of 
misrepresenting information. This is an interesting finding as it is usually difficult to trace the 
misrepresentation of information immediately, hence lowering the risk of being caught. 
 
It may take several years to establish whether an organisation or insurance salesperson has 
indeed misrepresented information. In the case of life insurance products, a client may never 
know whether a product was misrepresented to meet the needs of his/her family members 
(Insurance 2009).  
 
Organisations should consider increasing their involvement with respect to the establishment of 
control systems to detect unethical behaviour such as the misrepresentation of information, as 
punishment could be quite severe, especially in cases of insider trading (Bowie 2002:214-216). 
The Financial Services Board (FSB) in South Africa imposes heavy fines as a deterrent to 
 - 177 - 
unethical behaviour such as insider trading (Stokes 2007b). This is a step in the right direction 
as the findings and the statistics in this study show that punishment is indeed an important 
deterrent to unethical behaviour, particular when it comes to the misrepresentation of 
information.  
 
Although costly, organisations should have regular independent audits and checks in place to 
ensure that information is not misrepresented. From an insurance salesperson‟s perspective,    
backup information should be available of where they analysed a client‟s needs and prescribed a 
proper policy/product that would meet the needs of the client. This could be assessed by an 
independent auditor or supervisor in cases where a broker is alleged to have misrepresented 
information to a client.  
 
b)       Significant others 
 
The empirical results show that significant others such as management, peers, authority figures 
and social referents do in fact influence the behaviour of employees in financial organisations. It 
should be noted that some employees in this sector might model and follow the behaviour of 
authority figures even if they (the significant others) are behaving unethically. Where superiors 
are perceived to be unethical, sales targets are unrealistically set, and where there is pressure by 
management to comply, employees are more likely to engage in unethical behaviour (with 
respect to both stealing and misrepresenting information). 
 
Setting comprehensive ethical standards and guidelines was found to be the most important 
principle in the institutionalisation process. Management should therefore not only set the 
guidelines, but also follow them themselves. Organisations must identify appropriate referent 
others who will act as good ethical role models and portray the type of behaviour that the 
organisation is trying to create. The recruitment process/strategy is important with respect to 
identifying appropriate referent others. Organisations could do background checks and ethical 
assessments to identify potential managers who are aligned with the company‟s values. Naudé 
(2005:124) identifies three assessments on the market that can be used, namely, the social 
reflection questionnaire, standard issue scoring, and the defining issue test.    
 
Management must set realistic targets. In cases where unrealistic targets are set, employees 
sometimes feel there is no other way but to engage in unethical behaviour in order to reach the 
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target. This is an important issue, especially as South Africa is still feeling the pressure of the 
global recession and managers may be tempted to set unrealistic targets in order to achieve 
organisational goals. 
 
c)      Values/beliefs  
 
The findings of this study confirm that a selfish, manipulative individual or a person displaying 
self-centred values is more likely to engage in unethical behaviour, particularly when it comes to 
falsifying financial reporting of information, violating contract terms with clients, and stealing 
assets. Furthermore, a dishonest or deceitful individual who does not believe that ethical 
principles apply to everybody is more likely to misrepresent information and engage in other 
more serious acts of unethical behaviour such as stealing assets.  
 
The empirical findings suggested that individuals who seek power, those who use persuasion 
and manipulation, and those seeking pleasure, are less likely to engage in unethical behaviour 
such as stealing. As mentioned in Chapter 8, a possible explanation for this finding could be that 
some respondents in this study were in positions of power/control and did not see themselves as 
unethical. The findings could thus indicate a degree of response bias. 
 
As was the case with significant others, the recruitment strategy of a firm plays an essential role 
in identifying potential employees whose values/beliefs are in line with those required by the 
company. A couple of online tests are available to assess an individual‟s values/beliefs such as 
self-centredness, as well as formal testing as mentioned earlier. It is also important that virtues 
are cultivated by parents during childhood and continued by teachers during their formative 
years. Further research into ethical behaviour in specific sectors, such as the life insurance 
sector, could provide valuable resources to the training of learners at tertiay level. With respect 
to organisations, ethics programmes should be aimed at reinforcing the development of virtues 
such as honesty, self-respect, self-worth and respect for others. During the socialisation process, 
sufficient time and attention should also be given to informing the incumbent of the company‟s 
code of conduct and its stance towards ethical violators. Additionally, ethics awareness should 
be integrated into ethics training and communication throughout the organisation.  
 
One should remember that South Africa has a history characterised by oppressive legislation 
promoting the minority groups. With the advent of democratic elections in 1994, the majority 
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group took control, bringing legislation into being to right the wrongs of the past. Although the 
media celebrated the new democracy, they did little to allay the fears of the minority; instead 
they evoked a negative sentiment amongst this group. The role of the government and the media 
should not be underestimated in creating a positive environment and shaping ethics and moral 
behaviour. As such, the government should promulgate and promote legislation aimed at 
creating a positive environment without fear or favour for all citizens. Current practices, such as 
affirmative action, exclude certain groups from work-related opportunities, and the media 
usually focus on negative reporting within South Africa, reinforcing a negative attitude amongst 
South Africans. The findings of the present study indicate that a negative attitude amongst 
individuals could lead to unethical behaviour, as negative individuals could argue/justify that 
current practices prohibit them from personal advancement. 
   
In cases where there are current employees displaying negative values/beliefs, other colleagues, 
especially line mangers and senior personnel, should act as ethical role models. Employees are 
likely to model the behaviour of significant others such as managers.   
 
d)      Individual traits  
 
An individual who feels he/she does not have the ability to cope, wants to attain goals against 
the opposing efforts of others, believes he/she cannot accomplish goals without cheating, and 
does not rely on his/her personal values system when making decisions, is more likely to 
misrepresent information and steal assets, according to the findings of this study. These 
individual traits primarily refer to individuals with an external locus of control and type “A” 
personality. 
 
It is important that life insurance companies do not leave room for employees to exploit ethical 
codes, rules or principles. Some employees who do not rely on their personal value system 
might use this as justification to engage in unethical behaviour. The importance of ASISA and 
INSETA in this regard is significant as they could provide assistance to life insurance 
companies in order to have a comprehensive ethical code of conduct. Furthermore, a company 
can assess potential employees before appointing them. Various tests are available to assess 
candidates, and in this the recruitment process of insurance companies could play an important 
role. 
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e)      Level of moral development 
 
The majority of respondents in this study were found to be in the post-conventional level of 
moral development (although some level of response bias could be present in the findings). The 
post-conventional level reflects the level at which individuals are principle-orientated i.e. where 
an individual bases his moral standards on principles that he/she has evaluated and accepts as 
valid, regardless of the opinion of others, such as managers. These results are good news for 
clients as employees with high levels of moral development will rather rely on their own value 
structure than on those of Significant others. Such employees will, irrespective of what is 
expected from them by others, put the needs of clients first even if this is to their own detriment. 
Organisations should be cautious, though, as some employees could still be tempted to be less 
ethically orientated in order to retain their jobs or receive more commission, especially in the 
present economic climate.  
 
The South African educational system plays a vital role in the development of children and 
young adults‟ level of moral development. From an early age, an individual‟s moral character 
should be shaped to always do the “right thing”, not because it is expected by others, but 
because of personal values and beliefs. Parents and religious leaders play an important role as 
models for children from an early age.  
 
9.4  CONTRIBUTIONS OF THE STUDY 
 
This study has added to the body of business ethics research and knowledge by investigating the 
factors that influence unethical decision-making and behaviour, as well as the manner in which 
business ethics ought to be institutionalised in the life insurance sector in South Africa. 
According to the best knowledge of the researcher, no other research on this specific topic with 
regard to the financial services industry has been conducted in a South African context. The fact 
that this study is applied to a new industry, the financial services industry in South Africa, 
makes it a valuable contribution to the literature. Additionally, the time frame during which this 
study was conducted increases its value. The study was performed during a time when South 
Africa, and the rest of the world, experienced poor economic conditions due to the global 
recession and the effects thereof. During this time employees in the life insurance sector could 
have been exposed to unethical behaviour, which has made the investigation into the factors that 
influence unethical behaviour more useful. The researcher is also of the opinion that although 
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the study focuses on the life insurance sector, the findings can be generalised to the financial 
services industry as a whole, owing to the similarity of the activities of financial services 
providers. 
 
The present study used a phenomenological as well as positivistic research paradigm. A 
contribution has thus been made by not only gathering quantitative data but also in-depth 
qualitative data which would not otherwise have been obtained, because some in-depth 
information does not lend itself to acquisition by means of a quantitative research.  
 
By identifying and developing a proposed conceptual model that outlines the most significant 
factors that influence unethical decision-making and behaviour, a contribution has been made 
towards understanding the implications of these factors to life-insurance companies in South 
Africa. Besides the identification of the factors influencing unethical decision-making and 
behaviour, the mechanisms which were seen as important and less important by respondents in 
the institutionalisation of business ethics, were identified. The results of this study thus offer 
recommendations and suggestions for the successful institutionalisation of business ethics. 
 
Finally, another contribution of this study is the development of a measuring instrument that 
measures the factors influencing unethical decision-making and behaviour in the life-insurance 
sector in South Africa. With minor adjustments to the wording and some contextual additions, 
this measuring instrument could also be applied to other sectors in the financial services 
industry, as this study has integrated many of the traditional theories of factors influencing 
unethical decision-making and behaviour.  
 
9.5  LIMITATIONS OF THE STUDY AND RECOMMENDATIONS FOR FUTURE 
RESEARCH 
 
The present study attempted to make an important contribution to the body of knowledge 
concerning business ethics in the financial services industry in general and the life-insurance 
sector in South Africa in particular. Certain limitations, as with all empirical studies, did 
however arise. Although specific areas pertaining to the successful institutionalisation of 
business ethics were explored and a greater understanding attained, new opportunities for future 
research have also been revealed. Consequently, the following limitations of the present study 
and recommendations for future studies are suggested. 
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Although the sample of the quantitative study is thought to be a good representation of the 
population as a whole, the extent to which the sample of the qualitative study represents the 
population can be questioned. Nonetheless, the researcher feels that the organisation in the case 
(Sanlam) is large enough to allow for generalised findings. This argument is supported by the 
fact that most of the qualitative findings are consistent with the quantitative findings.  
 
The quantitative data presented in the present study were subject to self-report of respondents. 
This could lead to response bias. For example, the items in the quantitative questionnaire 
measuring the relationship between power or hierarchical status in organisations and Unethical 
behaviour could have been answered with a degree of response bias because some respondents 
in this study were in positions or power/control and did not see themselves as unethical. Future 
studies could focus on testing these specific factors by sampling lower-level management that 
do not find themselves in a position of power or high hierarchical status. 
 
Although it was not the purpose of this study, a section could have been created on the 
quantitative questionnaire to indicate the name of the company. This would have allowed for 
comparisons between perceptions of employees in the different companies.  
 
The factor moral development could also have been tested on an interval scaled question. This 
would enable the calculation of a greater variety of statistics if necessary, especially in future 
studies. 
 
The validity and reliability of the findings of this study could also have been enhanced by 
including the perspectives of other factors that influence unethical decision-making and 
behaviour (such as political and economical considerations). The present study, because of its 
scope, focused only on the factors identified most frequently in the literature.  
 
Despite the limitations identified, the results of this study are consistent with existing theories. 
In the light of the above, numerous ideas can be proposed for future studies in the field of 
business ethics. The present study could be extended to other industries or sectors such as 
banking or asset management companies. A more holistic representation of factors could be 
included in future studies to test the relationship on unethical decision-making and behaviour. 
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A further study could also focus on the implementation of the recommendations put forward in 
this study pertaining to the factors influencing Unethical decision-making and behaviour. 
Another study could focus on perceptions of individuals on different levels of moral 
development on unethical decision-making and behaviour. Lastly, as it was not the aim of this 
study, the perceptions of different demographical groups regarding unethical decision-making 
and behaviour could be assessed. 
 
9.6  CONCLUDING REMARKS  
 
The successful institutionalisation of ethical standards in organisations calls for the 
implementation of various mechanisms as well as due consideration of the factors influencing 
unethical decision-making and behaviour. With regard to the above, several recommendations 
and suggestions have been proposed in this chapter. Most of these recommendations are based, 
firstly, on ethical standards in organisations and secondly, on negative perceptions of 
employees. Organisations‟ ethical standards should be clearly formulated in a code of conduct, 
widely communicated and enforced. Additionally, organisations should identify employees who 
hold negative perceptions about life or their abilities to cope in the workplace, as these 
individuals are more likely to engage in unethical behaviour. The recruitment, socialisation and 
ethics training of employees are important in this regard. As employees tend to model the 
behaviour of managers, the recruitment, socialisation and ethics training must also extend to 
managers.  
 
In conclusion, the key to the successful institutionalisation of business ethics is that the 
commitment to ethics should be reflected on a strategic, operational and systems level as 
portrayed in the discussions and recommendations of the empirical findings.  
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I‟m a registered Master‟s student in the Department of Business Management at the Nelson Mandela 
Metropolitan University. For the completion of my dissertation, I‟m conducting research on the topic of 
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making and behaviour in the local life insurance sector, and secondly to evaluate how business ethics 
are institutionalised at a sample of life insurance companies. 
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SECTION A: DEMOGRAPHIC DETAILS  
    
Please indicate your response by selecting the appropriate box. 
 
1.1 Age 
18 ≤ 25  1 
26 ≤ 35   2 
36 ≤ 45  3 
46 ≤ 55  4 
Older than 55  5 
 
1.2 Gender 
Male   1 
Female  2 
 
1.3 Home language 
Afrikaans  1 
English  2 
Xhosa  3 
Zulu  4 
Sotho   5 
Other. Please specify below:   6 
 
1.4 Highest level of education obtained  
Grade 12 or equivalent qualification   2 
National Certificate or Diploma  3 
Bachelors degree  4 
Honours degree  5 
Masters degree / MBA or higher  6 
Other. Please specify below: 
 
 
7 
 
1.5 Work experience at Sanlam (in years) 
Less than 5 years   1 
  5  ≤  10 years    2 
11  ≤  15 years  3 
16  ≤  20 years   4 
21  ≤  30 years   5 
More than 30 years  6 
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SECTION B: INSTITUTIONALISING BUSINESS ETHICS  
 
Please indicate the extent to which you agree with the following statements relating to the manner in 
which business ethics principles are implemented in your organisation. A (1) indicates “strongly disagree”, 
(2) “disagree”, (3) “neutral”, (4) “agree” and (5) “strongly agree”. Note that there are no correct or 
incorrect answers. 
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2.1 sets clear ethical standards and guidelines in its policy documents.  1 2 3 4 5 
2.2 sets clear ethical standards and guidelines in its code of conduct. 1 2 3 4 5 
2.3 has a clear ethics management strategy. 1 2 3 4 5 
2.4 implements ethics training systems. 1 2 3 4 5 
2.5 uses socialisation to introduce the ethical standards upheld and 
programmes offered to new employees in the company. 
1 2 3 4 5 
2.6 uses line managers to mentor employees with regard to ethical issues. 1 2 3 4 5 
2.7 uses role models to mentor employees with regard to ethical issues. 1 2 3 4 5 
2.8 has an anonymous whistle-blowing hotline available to employees who 
want to expose unethical behaviour. 
1 2 3 4 5 
2.9 has an anonymous whistle-blowing hotline available to clients who want 
to expose unethical behaviour. 
1 2 3 4 5 
2.10 provides incentives for whistle-blowers who reveal unethical practices. 1 2 3 4 5 
2.11 protects whistle-blowers.  1 2 3 4 5 
2.12 disciplines violators of ethical norms. 1 2 3 4 5 
              2.13 is committed to the fair treatment of employees. 1 2 3 4 5 
              2.14 is committed to the fair treatment of clients. 1 2 3 4 5 
              2.15 regularly communicates the importance of business ethics throughout 
the organisation. 
1 2 3 4 5 
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SECTION C: DEALING WITH A MORAL DILEMMA 
 
Please read the hypothetical case study and answer the questions that follow.  
 
Owing to the current depressed economic climate, your organisation faces bankruptcy and urgently needs 
sales figures to increase. You know that selling a particular product, Product X (which does not meet the 
needs of most of your clients) will enable you to reach the sales targets set by management and will also 
result in higher personal commission and organisational profits. You have noticed that some of your 
managers have been pushing the sale of Product X lately, and now they are ordering you to do the same. 
There is a clear organisational policy which prohibits an employee from acting in his/her own interest and 
not those of the client. This policy also indicates that clients have the right to be informed about products. 
By pushing the sale of Product X and not informing clients about alternative products, you are thus not 
following your organisation‟s policy. Unless the economic climate improves drastically in the coming 
months (which is not likely) you could face retrenchment. You thus have to decide whether or not you are 
going to comply with management‟s orders to push the sale of Product X. 
 
3.1 Given this scenario, I will (please select the most appropriate option you would follow):  
 
push the sale of Product X to all new clients.  
push the sale of Product X only to new clients in cases where I feel it would be in their best 
interests. 
 
contact existing clients and convince them to switch to Product X.   
None of the above. Please indicate how you would deal with the situation: 
 
 
 
 
3.2 Given this scenario, my behaviour will be based on (please select only ONE option):   
          
 
 
 
 
 
 
 
 
 
 
the consequences of my behaviour i.e. I could be punished as my actions contradict company 
policy. 
 
the rewards that I will receive (higher commission and keeping my job).  
management‟s orders.  
the belief that society‟s welfare is important.  
my personal values which suggest that I should do the “right” thing irrespective of 
management‟s orders. 
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 SECTION D: VARIABLES INFLUENCING UNETHICAL BEHAVIOUR 
 
Please indicate the extent to which you agree with the following statements relating to variables that 
influence unethical behaviour. A (1) indicates “strongly disagree”, (2) “disagree”, (3) “neutral”, (4) 
“agree” and (5) “strongly agree”. Note that there are no correct or incorrect answers. 
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4.1 In an organisation where there are no or few incentives for ethical 
behaviour, employees are more likely to engage in unethical 
behaviour.  
1 2 3 4 5 
4.2 Losing one‟s job will be a deterrent to engaging in unethical 
behaviour at work. 
1 2 3 4 5 
4.3 In an organisation where there is a low risk of being caught and 
punished for unethical behaviour, employees are more likely to 
engage in unethical behaviour. 
1 2 3 4 5 
4.4 Individuals are likely to follow the example of authority figures in 
situations where they are uncertain about their personal values and 
beliefs, even if it means engaging in unethical behaviour. 
1 2 3 4 5 
4.5 An individual choosing pleasure as a matter of principle is more 
likely to engage in unethical behaviour. 
1 2 3 4 5 
          4.6 An individual who does not believe that everyone should be treated 
equally is more likely to engage in unethical behaviour. 
1 2 3 4 5 
          4.7 An employee seeking control in an organisation is more likely to 
engage in unethical behaviour. 
1 2 3 4 5 
4.8 An individual who believes it is acceptable to use persuasion to reach 
a certain goal is more likely to engage in unethical behaviour at work.  
1 2 3 4 5 
4.9 An insecure individual is more likely to engage in unethical 
behaviour in the workplace. 
1 2 3 4 5 
4.10 An employee who does not want to take responsibility for his/her 
actions is more likely to engage in unethical behaviour. 
1 2 3 4 5 
4.11 An individual who displays hyper-competitive traits is more likely to 
engage in unethical behaviour at work. 
1 2 3 4 5 
4.12 Falsifying time and expense reports is unethical. 1 2 3 4 5 
4.13 Abusing organisational resources is unethical. 1 2 3 4 5 
4.14 When financial benefits are higher for unethical behaviour, 
employees are more likely to engage in such behaviour. 1 2 3 4 5 
4.15 Imprisonment will be a deterrent to engaging in unethical behaviour 
at work. 
1 2 3 4 5 
4.16 In an organisation where unrealistic sales targets are set by 
management, employees are more likely to engage in unethical 
behaviour in order to reach these targets. 
1 2 3 4 5 
4.17 A person who is seeking pleasure and personal gratification at all 
costs is more likely to engage in unethical behaviour. 
1 2 3 4 5 
4.18 An individual who does not believe that ethical principles apply to 
everybody is more likely to engage in unethical behaviour. 
1 2 3 4 5 
4.19 A dishonest individual is more likely to engage in unethical behaviour 
at work. 
1 2 3 4 5 
4.20  An employee with power of authority in an organisation is more 
likely to engage in unethical behaviour. 
1 2 3 4 5 
4.21 A deceitful individual is more likely to engage in unethical behaviour 
at work. 
1 2 3 4 5 
4.22 An employee who is pessimistic about his/her work is more likely to 
engage in unethical behaviour. 
1 2 3 4 5 
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4.23 An individual who believes in luck is more likely to engage in 
unethical behaviour. 
1 2 3 4 5 
4.24 An individual who wants to achieve more in less time is more likely 
to engage in unethical behaviour. 
1 2 3 4 5 
4.25 Providing inappropriate information to investors is unethical. 1 2 3 4 5 
4.26 In an organisation that does not acknowledge ethical behaviour and 
consequently does not give employees recognition for ethical 
behaviour, employees are more likely to engage in unethical 
behaviour. 
1 2 3 4 5 
4.27 Loss of one‟s reputation will be a deterrent to engaging in unethical 
behaviour at work. 
1 2 3 4 5 
4.28 Being pressured by management to comply with unethical orders (or 
face losing one‟s job when not complying) could prompt unethical 
behaviour. 
1 2 3 4 5 
4.29 A person believing that pleasure is the only ultimate goal and one 
should live for that only, is more likely to engage in unethical 
behaviour. 
1 2 3 4 5 
4.30 An individual who does not believe that all humans have the same 
rights is more likely to engage in unethical behaviour. 
1 2 3 4 5 
4.31 An individual pursuing only personal enhancement is more likely to 
engage in unethical behaviour in the workplace. 
1 2 3 4 5 
4.32 An individual who is obsessed with power is more likely to engage in 
unethical behaviour at work. 
1 2 3 4 5 
4.33 An employee who holds negative views about him/herself is more 
likely to engage in unethical behaviour. 
1 2 3 4 5 
4.34 A person who thinks he/she cannot cope with challenging work 
demands is more likely to engage in unethical behaviour. 
1 2 3 4 5 
4.35 An individual who does not rely on his/her personal value system 
when making decisions is more likely to engage in unethical 
behaviour. 
1 2 3 4 5 
4.36 An individual who wants to achieve goals against the opposing efforts 
of others is more likely to engage in unethical behaviour. 
1 2 3 4 5 
4.37 Trading securities based on inside information is unethical. 1 2 3 4 5 
4.38 In an organisation where ethical behaviour does not form part of the 
performance appraisal system, employees are more likely to engage 
in unethical behaviour. 
1 2 3 4 5 
4.39 Suspension without receiving ones salary will be a deterrent to 
engaging in unethical behaviour at work. 
1 2 3 4 5 
4.40 When faced with a moral dilemma, employees are likely to model 
their behaviour on that of authority figures. 
1 2 3 4 5 
4.41 A person striving to maintain a very luxurious lifestyle is more likely 
to engage in unethical behaviour. 
1 2 3 4 5 
4.42 An individual who does not believe that moral demands apply to 
everyone irrespective of their culture and creed, is more likely to 
engage in unethical behaviour. 
1 2 3 4 5 
4.43 A selfish individual is more likely to engage in unethical behaviour at 
work. 
1 2 3 4 5 
4.44 An individual who believes in manipulation to attain a specific result 
is more likely to engage in unethical behaviour at work. 
1 2 3 4 5 
4.45 An individual who believes he/she cannot accomplish goals without 
cheating is more likely to engage in unethical behaviour. 
1 2 3 4 5 
4.46 An individual who believes that life events are beyond his/her control 
is more likely to engage in unethical behaviour at work. 
1 2 3 4 5 
4.47 An employee who displays high time-urgency traits (need for quick 
response or action) is more likely to engage in unethical behaviour. 
1 2 3 4 5 
4.48 Falsifying financial reporting of information is unethical.  1 2 3 4 5 
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4.49 Violating contract terms with clients is unethical. 1 2 3 4 5 
4.50 Demotion will be a deterrent to engaging in unethical behaviour at 
work. 
1 2 3 4 5 
4.51 In an organisation where the perceived severity of punishment for 
unethical behaviour is low, employees are more likely to engage in 
unethical behaviour.  
1 2 3 4 5 
4.52 In an organisation where superiors are perceived to be unethical, 
employees are more likely to engage in unethical behaviour.  
1 2 3 4 5 
4.53 An individual who is not at all concerned about the welfare of others 
is more likely to engage in unethical behaviour. 
1 2 3 4 5 
4.54 An unforgiving individual is more likely to engage in unethical 
behaviour at work. 
1 2 3 4 5 
4.55 An employee who wants to climb the corporate ladder quickly is 
more likely to engage in unethical behaviour. 
1 2 3 4 5 
4.56 An individual who has no concern for conventional morality is more 
likely to engage in unethical behaviour in the workplace. 
1 2 3 4 5 
4.57 A person who believes other people are superior to him/her is more 
like to engage in unethical behaviour at work. 
1 2 3 4 5 
4.58 An individual who doubts that his/her behaviour will be successful in 
his/her career is more likely to engage in unethical behaviour. 
1 2 3 4 5 
4.59 An individual who behaves only with self-interest is more likely to 
engage in unethical behaviour. 
1 2 3 4 5 
4.60 Stealing assets (e.g. money) is unethical. 1 2 3 4 5 
 
 Thank you for your time and cooperation! 
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ANNEXURE B 
 
 
 
 
 
QUALITATIVE INTERVIEW SCHEDULE 
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Respondent’s biographical details 
Age: 
Highest educational level: 
Total number of years working at Sanlam: 
Position in the company: 
Date of interview:  
 
1      Institutionalisation of business ethics 
  
1.1 Do you regard business ethics as important? Please motivate your answer. 
1.2 Is it important to have a code of ethics in an organisation such as Sanlam? Please 
explain. 
1.3 Do you think it is important to have strategies in place to institutionalise business 
ethics in an organisation such as Sanlam? Please explain. 
1.3.1 Should these strategies (if any) be in place to protect the organisation from ethical 
failure (such as fraud) or to benefit them from good ethical performance (such as being 
recognised in the media as being an ethical company or retaining loyal customers)? 
Please motivate.  
1.3.2 Describe Sanlam‟s strategy/strategies in terms of their institutionalisation efforts 
regarding ethics (reactive or proactive). 
1.4 Do you regard systems (such as ethics training, socialisation and confidential reporting 
systems) as important to ensure that strategies are properly implemented throughout 
the organisation?  Please explain. 
1.4.1 Please provide examples of systems at Sanlam which are geared at institutionalising 
business ethics. 
1.5 Do you think role models (such as managers and senior personnel) could increase 
employees‟ moral courage (courage an employee displays when making an ethical 
decision)? Please explain. 
1.5.1 How do managers in Sanlam act as role models in setting ethical standards?  
1.6 Do you think it is important that an organisation has a confidential ethical reporting 
system? Why/why not? 
1.6.1 Explain Sanlam‟s confidential reporting system. 
1.7 Do you think that it is important to discipline violators of ethical norms? Please 
explain. 
1.7.1 In your view, should violators be disciplined in order to prevent future misconduct 
(compliance) or to administer punishment? 
1.7.2 Does Sanlam discipline violators of ethical norms? Please explain. 
1.7.3  Please provide examples of how violators have been disciplined in recent years. 
1.8 Does Sanlam have rewards for employees who report unethical behaviour that occurs 
in Sanlam (similar to Standards Bank fraud miles)? Give examples. 
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2     Variables influencing unethical behaviour  
 
2.1 Significant others 
 
 In your view, could unrealistic orders/targets set by management lead to unethical 
behaviour amongst subordinates? Please explain. 
 
 In your opinion, if employees‟ values clash with those of management, will employees 
rather follow their own values or those set by management? Explain. 
 
 Do you think ethical behaviour starts at the top (i.e. with management) or the bottom 
(i.e. employees)? Please explain. 
 
 Can you think of any instances where significant others have influenced the behaviour 
of Sanlam employees either positively or negatively? 
 
2.2 Consequences of action 
 
 Do you believe that rewards (e.g. financial benefits) for ethical behaviour will result in 
increased ethical behaviour in general and at Sanlam in particular? Why/why not? 
 
 Having mentioned rewards, what is your opinion regarding punishment (such as losing 
your job) to deter unethical behaviour within organisations? Please explain. 
 
 Do you think it is better to have both rewards and punishment to influence ethical 
behaviour or only one of them? If only one, which one would you prefer and why? 
 
2.3 Individual traits 
 
 Do you think that employees with a low level of self esteem tend to act more 
unethically? Explain. 
 
 Do you think a person with an internal locus of control (an individual with an internal 
locus of control considers outcomes as a result of his/her own efforts, whereas an 
individual with an external locus of control assumes that life events are beyond his/her 
control and is the result of fate, luck or destiny) will differ from an employee with 
external locus of control with regard to their behaviour? Please explain. 
 
 A type “A” personality is described as a person “who is aggressively involved in a 
chronic, incessant struggle to achieve more and more in less and less time, and if 
required to do so, against the opposing efforts of other things or other persons”. Do 
you think a type “A” personality will be more likely to engage in unethical behaviour? 
Please explain. 
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2.4 Values/beliefs 
 
 Universalism is defined as an appreciation for the welfare of all people. Do you think 
an individual who believes in universalism is more likely to engage in unethical 
behaviour? Please explain your answer. 
 Benevolence refers to having the qualities of helpfulness, forgiveness, honesty and 
enhancement of people with whom one is in regular contact. Do you think an 
individual who believes in benevolence is more likely to engage in unethical 
behaviour? Please clarify your answer. 
 Hedonism is defined as seeking pleasure and sensual gratification for oneself. Do you 
think an individual who believes in hedonism is more likely to engage in unethical 
behaviour? Please clarify your answer. 
 Power relates to seeking social prestige, status and control. Do you think an individual 
who believes in power in a work environment is more likely to engage in unethical 
behaviour? Please clarify your answer. 
 A highly machiavellianism individual believes it is acceptable to use manipulation, 
persuasion or any means to achieve a desired result. Do you think an individual who 
believes in machiavellianism is more likely to engage in unethical behaviour? Please 
clarify your answer. 
 
2.5 Moral development 
 
 Do you think an individual‟s level of moral development is important in this industry 
in general and at Sanlam in particular to influence ethical behaviour? 
 
 How would you describe the relationship of an individual‟s moral development level 
and the tendency to engage in ethical behaviour? Please explain. 
 
2.6   General questions 
 
 Which of the above mentioned variables (significant others, consequences of actions, 
individual traits, values/believes and moral development) do you think will influence 
unethical behaviour the most (i.e. to the largest extent) in your industry? Please clarify 
your answer.   
 
 Are there any other variable(s) that was (were) not listed above that may possibly 
influence unethical behaviour among employees in this industry in general and Sanlam 
in particular? Please list and explain. 
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ANNEXURE C 
 
 
 
 
 
VERBATIM RESPONSES 
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Respondent’s biographical details 
Age: 49 
Highest educational level: BA LLB 
Total number of years working at Sanlam: 21 
Position in the company:  Head: Group Compliance/Secretary of Ethics Committee 
Date of interview: 10 June 2010 
 
1      Institutionalisation of business ethics 
 
1.1 Do you regard business ethics as important? Please motivate your answer.  
Yes.  It defines the culture of the organisation, determines integrity levels and installs 
trust. 
 
1.2 Is it important to have a code of ethics in an organisation such as Sanlam? Please 
explain.   
There must be a clear statement of the ethical values of the organisation and how these 
values should be expressed. 
 
1.3 Do you think it is important to have strategies in place to institutionalise business ethics 
in an organisation such as Sanlam? Please explain.   
Yes.  If ethics are not institutionalised it will only be a nice to have/optional extra if the 
going is good. 
 
1.3.1 Should these strategies (if any) be in place to protect the organisation from ethical 
failure (such as fraud) or to benefit them from good ethical performance (such as being 
recognised in the media as being an ethical company or retaining loyal customers)? 
Please motivate.  
Both, but neither should be the primary consideration.  Ethics should be part of the 
fabric of the organisation and not only seen as an additional safeguard or benefit. 
 
1.3.2 Describe Sanlam‟s strategy/strategies in terms of their institutionalisation efforts 
regarding ethics.   
A code of ethical conduct that forms part of the Group‟s tight governance measures, a 
zero tolerance policy and an overall commitment to our core values must be reflected in 
all our business dealings. Management is responsible for the implementation of the code 
of ethical conduct and not the ethics committee. Ethics is not just another management 
function but we belief that whatever you do should be tested against ethics. The main 
strategy is that ethics must be part of the business. 
 
1.4 Do you regard systems (such as ethics training, socialisation and confidential reporting 
systems) as important to ensure that strategies are properly implemented throughout the 
organisation?  Please explain. 
Yes. All of these contribute to creating an ethical environment and to demonstrate the 
commitment to leadership. 
 
1.4.1 Please provide examples of systems at Sanlam which are geared at institutionalising  
business ethics.   
Ethics committee, regular ethical risk assessments, ethics form part of the agenda of 
board committees, corporate governance programs, involvement on projects and 
initiatives in broader society aimed at ethical conduct. 
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1.5 Do you think role models (such as managers and senior personnel) could increase 
employees‟ moral courage (courage an employee displays when making an ethical 
decision)? Please explain.   
Yes. Our ethical risk assessments confirm the importance of good role models in 
ensuring the perception of and believe in the importance of ethics in the organisation. 
 
1.5.1 How do managers in Sanlam act as role models in setting ethical standards?   Personal 
commitment of executive management is required and must be demonstrated.  Ethics 
must form part of the business agenda and must be visible in decisions made. 
 
1.6 Do you think it is important that an organisation has a confidential ethical reporting 
system? Why/why not?   
Yes, but it should not be the primary reporting system. The ethical environment in the 
organisation must be conducive to open reporting and not encourage confidential 
reporting as the default.  Staff should feel safe when reporting unethical conduct and be 
confident that appropriate action will be taken, without feeling exposed to victimisation.  
Encouraging confidential reporting as the default creates the opportunity for individuals 
to abuse the system and to abdicate responsibility (“I do not want to get involved.”) 
 
1.6.1 Explain Sanlam‟s confidential reporting system.   
Provided by a third party service provider. Anonymity is guaranteed if required, but not 
encouraged. 
 
1.7 Do you think that it is important to discipline violators of ethical norms? Please explain.   
Yes.  Ethical norms must not only be enforced, but also seen to be enforced. 
 
1.7.1 In your view, should violators be disciplined in order to prevent future misconduct 
(compliance) or to administer punishment?   
Both, but punishment should be the secondary consideration. 
 
1.7.2 Does Sanlam discipline violators of ethical norms? Please explain.   
Yes. We have a clear zero tolerance policy that prescribes that every transgression will 
suffer a consequence.  Prescribed sanctions apply to serious ethical violations. 
 
1.7.3 Please provide examples of how violators have been disciplined in recent years.  
Dismissal applies in respect of all unethical conduct involving dishonesty, Criminal 
action is always prosecuted. 
 
1.8 Does Sanlam have rewards for employees who report unethical behaviour that occurs in 
Sanlam (similar to Standards Bank fraud miles)? Give examples.   
No, it is everyone‟s duty to report unethical behaviour. 
 
2       Variables influencing unethical behaviour  
 
2.1     Significant others 
 
 In your view, could unrealistic orders/targets set by management lead to unethical 
behaviour amongst subordinates? Please explain.   
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Yes.  Encouragement to meet such targets might be construed as justification for not 
conforming to ethical standards at all times.  The negative consequences of not meeting 
the targets may also contribute to unethical behaviour. 
 
 In your opinion, if employees‟ values clash with those of management, will employees 
rather follow their own values or those set by management? Explain.   
Their own. I would like to think that ethical individuals would have the courage to act 
according to their own convictions, or report the clash. 
 
 Do you think ethical behaviour starts at the top (i.e. with management) or the bottom 
(i.e. employees)? Please explain.   
Yes.  Individuals prefer to do what management does and not what they say other 
should do. 
 
 Can you think of any instances where significant others have influenced the behaviour 
of Sanlam employees either positively or negatively? 
No. 
 
2.2  Consequences of actions 
 
 Do you believe that rewards (e.g. financial benefits) for ethical behaviour will result in 
increased ethical behaviour in general and at Sanlam in particular? Why/why not?   
Hopefully not.  I do not believe that “ethical behaviour” induced by rewards amounts to 
true ethical behaviour.  Ethics has in fact been defined as “the challenge faced when the 
cost of doing the right thing is more than the price you are willing to pay”. 
 
 Having mentioned rewards, what is your opinion regarding punishment (such as losing 
your job) to deter unethical behaviour within organisations? Please explain.   
It has its place, but it is not the primary consideration.  Punishment is a way to 
demonstrate enforcement of values and a commitment to those values.  Individuals 
should however be encouraged to behave ethically and not only to abstain from 
unethical behaviour due to fear of reprisal. 
 
 Do you think it is better to have both rewards and punishment to influence ethical 
behaviour or only one of them? If only one, which one would you prefer and why?   
Yes.  N/A 
 
2.3  Individual traits 
 
 Do you think that employees with a low level of self esteem tend to act more 
unethically? Explain.   
No.  Most offenders actually have a more than realistic level of self esteem and self 
confidence. 
 
 Do you think a person with an internal locus of control (an individual with an internal 
locus of control considers outcomes as a result of his/her own efforts, whereas an 
individual with an external locus of control assumes that life events are beyond his/her 
control and is the result of fate, luck or destiny) will differ from an employee with 
external locus of control with regard to their behaviour? Please explain.   
      Not in a position to comment. 
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 A Type “A” personality is described as a person “who is aggressively involved in a 
chronic, incessant struggle to achieve more and more in less and less time, and if 
required to do so, against the opposing efforts of other things or other persons”. Do you 
think a Type “A” personality will be more likely to engage in unethical behaviour? 
Please explain.  
It is possible.  The definition itself seems to suggest that ethics will not be the deciding 
factor. 
 
2.4 Values/beliefs 
 
 Universalism is defined as an appreciation for the welfare of all people. Do you think an 
individual who believes in universalism is more likely to engage in unethical 
behaviour? Please explain your answer.   
Cannot express an opinion. 
 
 Benevolence refers to having the qualities of helpfulness, forgiveness, honesty and 
enhancement of people with whom one is in regular contact. Do you think an individual 
who believes in benevolence is more likely to engage in unethical behaviour? Please 
clarify your answer.   
Cannot express an opinion. 
 
 Hedonism is defined as seeking pleasure and sensual gratification for oneself. Do you 
think an individual who believes in hedonism is more likely to engage in unethical 
behaviour? Please clarify your answer.   
Cannot express an opinion. 
 
 
 Power relates to seeking social prestige, status and control. Do you think an individual 
who believes in power in a work environment is more likely to engage in unethical 
behaviour? Please clarify your answer.   
Cannot express an opinion. 
 
 A highly machiavellianism individual believes it is acceptable to use manipulation, 
persuasion or any means to achieve a desired result. Do you think an individual who 
believes in machiavellianism is more likely to engage in unethical behaviour? Please 
clarify your answer.   
Seems likely from the definition. 
 
2.5 Moral development 
 
 Do you think an individual‟s level of moral development is important in this industry in 
general and at Sanlam in particular to influence ethical behaviour?   
Yes, integrity and trust form the basis of the industry. Your ethics is as good as the 
ethics of the people that work for you. 
 
 How would you describe the relationship of an individual‟s moral development level 
and the tendency to engage in ethical behaviour? Please explain.   
Morals are central to behaviour and should be the justification for a certain type of 
behaviour.  Morals do not automatically equate to ethical behaviour, but will determine 
the individual‟s view of what is ethical. Those that will act ethically because they fear 
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punishment are good to have but on the long term it is not a sustainable model. Those 
that do something ethically because they only think it is good for others and that is what 
the company requires are also not sustainable. You ultimately want to get people at the 
stage where they believe to do the right thing because it is the right thing to do. A higher 
level of moral development will result in more ethical behaviour. 
 
2.6 General questions 
 
 Which of the above mentioned variables (significant others, consequences of actions, 
individual traits, values/believes and moral development) do you think will influence 
unethical behaviour the most (i.e. to the largest extent) in your industry? Please clarify 
your answer.   
All of them are important and related.  I cannot rank the one above the other. 
 
 Are there any other variable(s) that was (were) not listed above that may possibly 
influence unethical behaviour among employees in this industry in general and Sanlam 
in particular? Please list and explain.   
Industry behaviour and public opinion. What the public perceive as acceptable or 
unacceptable behaviour changes unfortunately. One of the big issues you will see in the 
papers is the surplus in the pension funds. In the 2000s the law was changed to say that 
things that happened in the past are now considered improper. In the past when you 
used that money for other purposes it was not illegal or even improper in terms of any 
legislation or the public‟s view, but now because the law has changed the public regards 
that as theft although at the time when you did it in the past it was perfectly legal. 
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Respondent’s biographical details 
Age: 33 
Highest educational level: LLB, Post-Grad Compliance Management 
Total number of years working at Sanlam: 5 
Position in the company: Group Compliance Officer 
Date of interview: 10 June 2010 
 
1        Institutionalisation of business ethics 
 
1.1     Do you regard business ethics as important? Please motivate your answer. 
Yes. In order to run a successful organisation one has to have due regard for business 
ethics, not just in terms of a moral stand point but also in respect of the various codes 
and standards applicable to our organisations in terms of the financial services industry 
codes and regulations. If we think of King 3, ethics is incorporated within the King 3 
ethics document and it basically forces organisations to take cognisance of business 
ethics in their dealings on a day to day basis. 
 
Sanlam is in the process of applying the principles of King 3. In terms of the King 2 
report, ethics has been a part of our business for a while already. 
 
1.2 Is it important to have a code of ethics in an organisation such as Sanlam? Please 
explain. 
Absolutely, we are a large organisation with disparate business and a large group of 
companies and it is important to have one set of moral codes or ethical conduct that 
everybody in the group must adhere to so that there is no deviation in behaviour. 
 
1.3 Do you think it is important to have strategies in place to institutionalise business 
ethics in an organisation such as Sanlam? Please explain. 
Absolutely, ethics is not just another management function, but part of the 
organisation and something that forms the basis of the core of Sanlam‟s business. 
 
1.3.1 Should these strategies (if any) be in place to protect the organisation from ethical 
failure (such as fraud) or to benefit them from good ethical performance (such as being 
recognised in the media as being an ethical company or retaining loyal customers)? 
Please motivate.  
I think both, obviously we want to protect our brand and reputation and that in itself 
will assist us in being a good company in the eye of the consumer. You do not want to 
expose yourself to fraud which could result in financial losses and implications for the 
company.  
 
1.3.2 Describe Sanlam‟s strategy/strategies in terms of their institutionalisation efforts 
regarding ethics. 
Our core principles are exposed in our code of conduct, in terms of our mission 
statement our CEO has taken the responsibility for ethics and to say that it is not just 
the responsibility for people on the ground level but it starts at the top. As mentioned 
earlier, ethics is not just another management function, but part of the organisation and 
something that forms the basis of the core of Sanlam‟s business. 
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1.4 Do you regard systems (such as ethics training, socialisation and confidential reporting 
systems) as important to ensure that strategies are properly implemented throughout 
the organisation?  Please explain. 
Absolutely, as I mentioned earlier we have our code of ethics booklet and our ethics 
committee which are also featured on the intranet so that employees know that there is 
such a forum in Sanlam where they can take issues forward. We are busy reviewing 
our code of ethical conduct to make it more applicable due to the fact that we are 
actually expanding within Africa and internationally as well. We also have awareness 
campaigns such as putting up posters across the building and a fraud and ethics 
hotline.  
 
Processes must be in place to ensure that employees and management for that matter 
are aware of the consequences of breaching our code of ethical conduct and you could 
do that in various ways. We had awareness campaigns over the last couple of years, 
we had ethical booklets distributed, we have a sindaba that also featured occasionally 
with issues related to ethics and of course the ethics committee is also a forum where 
things like this can be discussed.   
 
 
1.4.1 Please provide examples of systems at Sanlam which are geared at  
          institutionalising business ethics. 
In terms of ethics training, each of the businesses within the group has been tasked to 
provide us with updates on a quarterly basis in terms of the training initiatives they 
have undertaken within the businesses. This has been done quite successfully across 
the group. When we recruit someone, they would have induction meetings and at the 
induction meetings they would be taken through our code of ethical conduct to make 
them aware that they need to align their conduct to Sanlam‟s values. Ongoing ethical 
training is important and we have a survey which we do every two years and it gives us 
a good indication of the ethical climate within Sanlam.  
 
1.5 Do you think role models (such as managers and senior personnel) could increase 
employees‟ moral courage (courage an employee displays when making an ethical 
decision)? Please explain. 
I think so, to a large extent my view is that there is still a culture within Sanlam where 
your manager is a person of importance and if they display an ethical role people tend 
to follow that lead. 
 
1.5.1 How do managers in Sanlam act as role models in setting ethical standards?  
Top management have created committees in order to deal with ethics and within each 
business there is a champion to ensure that ethical conduct is adhered to. They have 
actually rolled out the code of ethical conduct and placed emphasis on reviewing this 
as well. 
 
1.6 Do you think it is important that an organisation has a confidential ethical reporting 
system? Why/why not? 
 Absolutely, you want to ensure that people are comfortable enough to report unethical 
conduct and so that they retain their anonymity. 
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1.6.1 Explain Sanlam‟s confidential reporting system. 
 It is a fraud and ethics hotline run by KPMG where employees can call in to inform 
them of a specific incident. They refer them to our forensics department who in turn 
will investigate the matter further. Sanlam‟s hotline is not used often, and in the past 
where it has been used issues could have been dealt with on a managerial level. 
 
1.7 Do you think that it is important to discipline violators of ethical norms? Please 
explain. 
 I think so because it sets a standard and a president so that other people are aware of it 
and it can be prevented. 
 
1.7.1 In your view, should violators be disciplined in order to prevent future misconduct 
(compliance) or to administer punishment? 
 To administer punishment, because we are working in an environment where a 
consumer can be affected by the actions of a financial advisor or broker who work 
with us. If I take the example of a financial advisor giving incorrect advice or 
defrauding clients, that is clearly someone whom we don‟t want as an employee. The 
first port of call is to have a zero tolerance approach and then dismiss the person. 
 
1.7.2 Does Sanlam discipline violators of ethical norms? Please explain. 
 Yes they do, in term of our financial crime combating policy and our zero tolerance 
approach. An employee‟s personal circumstances might be taken into account when 
disciplining them. 
 
1.7.3  Please provide examples of how violators have been disciplined in recent years. 
 One particular incident that stands out for me was a person in the pension funds 
environment who had created a scheme where government employees could actually 
transfer their pension fund to this fund and get access to the money which was not 
allowed. This was also done in violation of Sanlam‟s  ethics principles. This was a 
fairly senior person in the organisation and Sanlam terminated his services. 
 
1.8 Does Sanlam have rewards for employees who report unethical behaviour that occurs 
in Sanlam (similar to Standards Bank fraud miles)? Give examples. 
 No. 
 
2 Variables influencing unethical behaviour  
 
2.1     Significant others  
 
 In your view, could unrealistic orders/targets set by management lead to unethical 
behaviour amongst subordinates? Please explain. 
This could potentially happen but it depends on the person involved. My view is that 
we all have the potential to act unethically but this depends on various things such as 
your personal circumstances and your moral fibre and values. That can be one of 
many factors which can result in unethical conduct. 
 
 In your opinion, if employees‟ values clash with those of management, will employees 
rather follow their own values or those set by management? Explain. 
Follow their own values. I feel strongly about that. 
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 Do you think ethical behaviour starts at the top (i.e. with management) or the bottom 
(i.e. employees)? Please explain. 
It starts at the top as explained earlier. 
 
 Can you think of any instances where significant others have influenced the behaviour 
of Sanlam employees either positively or negatively? 
One of my colleagues used to abuse Sanlam‟s time and use it for his own. He would 
come in at ten in the morning and leave at three in the afternoon and that sort of thing. 
The people would report it to him as it actually had an impact on them in that they felt 
uncomfortable in working with someone who abused Sanlam‟s time in that manner. 
They actually took it up with his seniors, so I suppose they were either being 
vindictive in that they felt they needed to get him into trouble or alternatively that he 
was breaching their moral values and codes. 
 
2.2    Consequences of actions 
 
 Do you believe that rewards (e.g. financial benefits) for ethical behaviour will result in 
increased ethical behaviour in general and at Sanlam in particular? Why/why not? 
It potentially could. I think it could get people to act because they could at the moment 
be rather indifferent as to what is happening around them.  
 
 Having mentioned rewards, what is your opinion regarding punishment (such as losing 
your job) to deter unethical behaviour within organisations? Please explain. 
I am a strong proponent of that. I do realise that sometimes people‟s personal 
circumstances are a direct cause of unethical conduct; however I think that Sanlam 
needs to take a firm and consistent stance how they approach offenders of unethical 
behaviour. 
 
 Do you think it is better to have both rewards and punishment to influence ethical 
behaviour or only one of them? If only one, which one would you prefer and why? 
I think it is good to have a little bit of both, and currently we don‟t have both. 
 
2.3    Individual traits 
 
 Do you think that employees with a low level of self esteem tend to act more 
unethically? Explain. 
Yes they could, but this is a general statement. You will get people that have low self 
esteem but that does not necessarily mean that they are going to act unethically. There 
are various other things to consider such as if they are easily influenced and if there is 
pressure in terms of work. 
 
 Do you think a person with an internal locus of control (an individual with an internal 
locus of control considers outcomes as a result of his/her own efforts, whereas an 
individual with an external locus of control assumes that life events are beyond his/her 
control and is the result of fate, luck or destiny) will differ from an employee with 
external locus of control with regard to their behaviour? Please explain. 
Yes, the fact that there are different perceptions could influence the manner in which 
you act. 
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 A Type “A” personality is described as a person “who is aggressively involved in a 
chronic, incessant struggle to achieve more and more in less and less time, and if 
required to do so, against the opposing efforts of other things or other persons”. Do 
you think a Type “A” personality will be more likely to engage in unethical 
behaviour? Please explain. 
Not necessarily but there is a potential. The fact that they want to achieve more in less 
time does not mean they will be unethical in their conduct even if it is against the 
opposing effort of others. I think it is more a drive to achieve than anything else. 
 
2.4    Values/beliefs 
 
 Universalism is defined as an appreciation for the welfare of all people. Do you think 
an individual who believes in universalism is more likely to engage in unethical 
behaviour? Please explain your answer. 
No. Someone who believes in the greater good of the community, to my mind, is not 
likely to act unethically because of the impact it could potentially have on the 
community. 
 
 Benevolence refers to having the qualities of helpfulness, forgiveness, honesty and 
enhancement of people with whom one is in regular contact. Do you think an 
individual who believes in benevolence is more likely to engage in unethical 
behaviour? Please clarify your answer. 
No. Someone who believes in the greater good of the community, to my mind, is not 
likely to act unethically because of the impact it could potentially have on the 
community. 
 
 Hedonism is defined as seeking pleasure and sensual gratification for oneself. Do you 
think an individual who believes in hedonism is more likely to engage in unethical 
behaviour? Please clarify your answer. 
 
 Power relates to seeking social prestige, status and control. Do you think an individual 
who believes in power in a work environment is more likely to engage in unethical 
behaviour? Please clarify your answer. 
Hedonism and power basically seem like opposites of universalism and benevolence 
so I think there is a greater potential in these two for unethical conduct. 
 
 A highly machiavellianism individual believes it is acceptable to use manipulation, 
persuasion or any means to achieve a desired result. Do you think an individual who 
believes in machiavellianism is more likely to engage in unethical behaviour? Please 
clarify your answer. 
Greater potential for unethical conduct. 
 
2.5    Moral development 
 
 Do you think an individual‟s level of moral development is important in this industry 
in general and at Sanlam in particular to influence ethical behaviour? 
I do. Especially due to the fact that we deal with consumers‟ financial affairs, it is 
incredibly important to have people with a high moral calibre that is working with and 
for us. This is difficult to assess because everyone comes through as wanting to do the 
right thing, but that is not always the case. 
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 How would you describe the relationship of an individual‟s moral development level 
(explain to respondent) and the tendency to engage in ethical behaviour? Please 
explain. 
Individuals with higher levels of moral development will be more ethical as they 
consider the society. 
 
2.6    General questions 
 
 Which of the above mentioned variables (significant others, consequences of actions, 
individual traits, values/believes and moral development) do you think will influence 
unethical behaviour the most (i.e. to the largest extent) in your industry? Please clarify 
your answer.   
I think values/beliefs. If this is strong the others will be a less important influence of 
behaviour. 
 
 Are there any other variable(s) that was (were) not listed above that may possibly 
influence unethical behaviour among employees in this industry in general and Sanlam 
in particular? Please list and explain. 
Personal circumstances because this can potentially justify unethical conduct. 
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Respondent’s biographical details 
Age: 36 
Highest educational level: Honours Financial Management; Post-Grad: Compliance Management 
Total number of years working at Sanlam: 3 
Position in the company: Head: Investment Compliance 
Date of interview: 10 June 2010 
 
1 Institutionalisation of business ethics 
 
1.1     Do you regard business ethics as important? Please motivate your answer. 
Yes. I believe that ethical behaviour is the cornerstone of a successful business. In our 
group we have a zero tolerance for unethical behaviour. 
 
1.2 Is it important to have a code of ethics in an organisation such as Sanlam? Please 
explain. 
Yes, because it gives all employees irrespective of their background some guidance in 
terms of what ethical conduct is. 
 
1.3 Do you think it is important to have strategies in place to institutionalise business 
ethics in an organisation such as Sanlam? Please explain. 
Yes. Ethics needs to continually be brought to the forefront and people need to be 
continuously reminded of what ethics is and what not. Sometimes, especially in a large 
corporate like this, lines do get blurred. 
 
1.3.1 Should these strategies (if any) be in place to protect the organisation from ethical 
failure (such as fraud) or to benefit them from good ethical performance (such as being 
recognised in the media as being an ethical company or retaining loyal customers)? 
Please motivate.  
I think proactive strategies are important because if you are proactive you can try and 
prevent as much as possible whereas reactive is only trying to stop the one fire that has 
erupted. 
 
1.3.2  Describe Sanlam‟s strategy/strategies in terms of their institutionalisation efforts 
regarding ethics. 
We have the little ethics booklet that you see so that is definitely proactive. In terms of 
reactive, when somebody does transgress what happens afterwards in terms of how 
there‟s acted against the person is important. When there‟s misconduct in terms of the 
ethics formal procedures are followed. 
 
1.4 Do you regard systems (such as ethics training, socialisation and confidential reporting 
systems) as important to ensure that strategies are properly implemented throughout 
the organisation?  Please explain. 
I think they are important to act as an indicator, but you can‟t rely on systems alone.  
When recruiting employees it is important to get a culture fit. 
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1.4.1 Please provide examples of systems at Sanlam which are geared at institutionalising 
business ethics. 
 I know that we have the quartile ethical committee meetings and then also every 
cluster is responsible for rolling out ethical awareness programs. Ethics training is not 
prescriptive from the group‟s side, the group just wants the training to take place and 
so we do it on an adhoc basis. We also have a whistle blowing hotline. 
 
1.5 Do you think role models (such as managers and senior personnel) could increase 
employees‟ moral courage (courage an employee displays when making an ethical 
decision)? Please explain. 
Yes, and there‟s also a living values award which we have in the investment cluster. 
One of the subsets, integrity, links in with ethical behaviour and is one of the criteria 
against which people are measured when they are actually short listed to win this 
award. This is a very prestigious prise to actually win and it is definitely something 
from the investment cluster side where we try to up the awareness of “this is a role 
model that actually portrays the values that we strive”. 
 
1.5.1 How do managers in Sanlam act as role models in setting ethical standards?  
I would say they just need to be constantly aware that other people view them because 
of their position. Others view their behaviour and assess whether it‟s ethical or not. 
Unfortunately, if your managers don‟t behave in an ethical manner it filters down into 
the organisations so you must definitely monitor it. I can only talk for the investment 
cluster and I would definitely say that the managers act as role models. 
 
1.6 Do you think it is important that an organisation has a confidential ethical reporting 
system? Why/why not? 
Yes, I think it‟s important that unethical behaviour can be identified by anybody 
within the organisation and not necessarily always by managers or team leaders that 
pick those things up. Normal employees should be encouraged to whistle blow on 
something that they feel is not ethical and transgresses the values that we as group 
strive for, so if they know there‟s an independent system that they can utilise to report 
the behaviour I think it will encourage more reporting to come through. 
 
1.6.1 Explain Sanlam‟s confidential reporting system. 
Its open to employees, there‟s a telephone number and you can access the details on 
our internet site. 
 
1.7 Do you think that it is important to discipline violators of ethical norms? Please 
explain. 
Yes, because if you discipline violators it shows that you believe in your ethical 
principles. Disciplining a non conformant spreads a message within the organisation 
that any transgression of the company‟s ethics will be dealt with and won‟t just be 
ignored. 
 
1.7.1 In your view, should violators be disciplined in order to prevent future misconduct 
(compliance) or to administer punishment? 
No, to avoid future transgressions. 
 
1.7.2 Does Sanlam discipline violators of ethical norms? Please explain. 
Yes, depending on the severity and also the type of transgression that took place. 
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1.7.3 Please provide examples of how violators have been disciplined in recent years. 
About two years ago in the finance department a lady that misappropriated funds was 
identified and she went for a formal disciplinary hearing after which she was 
dismissed. 
 
1.8 Does Sanlam have rewards for employees who report unethical behaviour that occurs 
in Sanlam (similar to Standards Bank fraud miles)? Give examples. 
Not that I‟m aware of. 
 
2 Variables influencing unethical behaviour  
 
2.1     Significant others 
 
 In your view, could unrealistic orders/targets set by management lead to unethical 
behaviour amongst subordinates? Please explain. 
It is possible. In an admin intense environment you can have a target of processing 
100 applications per day. There is a risk that, depending on the system, if 100 
applications have been processed you could for example process the same application 
more than once so that there is that incentive in terms of volume, but it‟s not linked to 
quality. So it can happen. 
 
 In your opinion, if employees‟ values clash with those of management, will employees 
rather follow their own values or those set by management? Explain. 
It is a very difficult question because in essence you will always act on your own 
belief system irrespective of what your manager does. So that is why it is very 
important at the recruitment process to try and match the values up in the first place. I 
would say that in an instance where there is confusion, perhaps the employee should 
be able to go the manager and clarify and ask what the appropriate way to deal with 
this is. 
 
 Do you think ethical behaviour starts at the top (i.e. with management) or the bottom 
(i.e. employees)? Please explain. 
Both ways, up down and bottom up. I think that values and behaving in an ethical way 
should come from everybody irrespective of what their position is in the company. 
Yes, senior managers and the board of directors will set the strategy but it must be 
entrenched and it must roll down into all the different layers within the organisation. 
Additionally, at the grass root level employees should want to live ethically and 
thereby also influencing their peers to also want to behave ethically and that 
influences from the bottom up again. 
 
 Can you think of any instances where significant others have influenced the behaviour 
of Sanlam employees either positively or negatively? 
I just think it is the whole tone of the culture we have here so it is not an active 
decision to try and influence behaviour for a specific day. It‟s how we do business 
every single day that we are reminded to live according to Sanlam‟s values. For 
example in the investment cluster I have a session with all new employees and I hand 
out little booklets containing Sanlam‟s ethical codes. I think more than 70 percent of 
the people have those books on their desks, so it is just a visible reminder. So I won‟t 
say that you can try and pin point a specific interaction. 
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2.2    Consequences of actions 
 
 Do you believe that rewards (e.g. financial benefits) for ethical behaviour will result in 
increased ethical behaviour in general and at Sanlam in particular? Why/why not? 
No, because as soon as you start throwing monetary awards around behaviour it is not 
to say that you are actually going to cultivate the behaviour that you want. People will 
act in a way because they want to get the reward. Ethics should be part of the culture 
and the people should choose to do it even when nobody sees them to reward them to 
behave in such a way.  
 
 Having mentioned rewards, what is your opinion regarding punishment (such as losing 
your job) to deter unethical behaviour within organisations? Please explain. 
Punishment should always be in line with the transgression that took place, so if the 
transgression was gross misconduct and the punishment leads to dismissal then so be 
it. 
 
 Do you think it is better to have both rewards and punishment to influence ethical 
behaviour or only one of them? If only one, which one would you prefer and why? 
Punishment, if you don‟t live according to the ethical behaviour.  
 
2.3     Individual traits 
 
 Do you think that employees with a low level of self esteem tend to act more 
unethically? Explain. 
No, because low self confidence in my mind is not a reflection of unethical behaviour, 
it‟s more a reflection in terms of ability to be visible in what they do. No, I don‟t see a 
link between the two. Even if I‟m thinking in this environment unethical behaviour 
was identified not because of low self confidence, but it was actually the more self 
confident individuals that were found to be transgressors. I would say that the people 
who possess a high self confidence would believe that they could get away without 
being caught for acting in an unethical way, whereas if I‟m just thinking in my own 
limited experience if you have low self confidence you don‟t want the spotlight on 
you.  
 
 Do you think a person with an internal locus of control (an individual with an internal 
locus of control considers outcomes as a result of his/her own efforts, whereas an 
individual with an external locus of control assumes that life events are beyond his/her 
control and is the result of fate, luck or destiny) will differ from an employee with 
external locus of control with regard to their behaviour? Please explain. 
Yes, because the internal locus of control person will know that their behaviour is 
driven from themselves whereas the external person will think that because of 
situation X they reacted in a certain manner. I can‟t predict which one would be more 
unethical but the external locus of control will always have some or other reason to try 
and justify why they did what they did. 
 
 A Type “A” personality is described as a person “who is aggressively involved in a 
chronic, incessant struggle to achieve more and more in less and less time, and if 
required to do so, against the opposing efforts of other things or other persons”. Do 
you think a Type “A” personality will be more likely to engage in unethical 
behaviour? Please explain. 
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No, because I don‟t believe that the type of personality will dictate ethical behaviour. 
Ethical behaviour is a part of your make up as a person and part of the values that you 
live as a person. It doesn‟t matter whether you are Type A or Type B personality you 
will still act within that ethical parameters that you have had.  
 
2.4    Values/beliefs 
 
 Universalism is defined as an appreciation for the welfare of all people. Do you think 
an individual who believes in universalism is more likely to engage in unethical 
behaviour? Please explain your answer. 
No, because if they are considerate to the welfare of others. Normally unethical 
behaviour leads to the detriment of another party. 
 
 Benevolence refers to having the qualities of helpfulness, forgiveness, honesty and 
enhancement of people with whom one is in regular contact. Do you think an 
individual who believes in benevolence is more likely to engage in unethical 
behaviour? Please clarify your answer. 
No, the same as I said earlier. Ethical behaviour is part of the person‟s values. The 
type of personality and whether they are benevolent or not is not going to determine 
whether you going to act ethically or unethically. 
 
 Hedonism is defined as seeking pleasure and sensual gratification for oneself. Do you 
think an individual who believes in hedonism is more likely to engage in unethical 
behaviour? Please clarify your answer. 
No, because it‟s difficult to try and generalise. If they are hedonist on the side they are 
not necessarily going to act in an unethical manner. 
 
 Power relates to seeking social prestige, status and control. Do you think an individual 
who believes in power in a work environment is more likely to engage in unethical 
behaviour? Please clarify your answer. 
It‟s a possibility that they will conduct themselves in an unethical way and believe it 
will get them more power. It‟s a possibility, but not all people who are power hungry 
might necessarily act in an unethical way.  
 
 A highly machiavellianism individual believes it is acceptable to use manipulation, 
persuasion or any means to achieve a desired result. Do you think an individual who 
believes in machiavellianism is more likely to engage in unethical behaviour? Please 
clarify your answer. 
It is difficult to generalise. 
 
2.5    Moral development 
 
 Do you think an individual‟s level of moral development is important in this industry 
in general and at Sanlam in particular to influence ethical behaviour? 
Yes, and I think it‟s important for our county because our children need to be raised in 
such a way that they need to embrace ethical behaviour from day one. They need to be 
taught what ethical behaviour is from childhood so that it is so entrenched in their 
being that when they are employed irrespective of the industry or company that 
employs them, there must be a whole new wave of ethical behaviour that comes to the 
country and company. 
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 How would you describe the relationship of an individual‟s moral development level 
and the tendency to engage in ethical behaviour? Please explain. 
Higher moral levels will be related to more ethical behaviour, because the more you 
develop it the more you can actually direct the type of behaviour that you would like 
to see. 
 
2.6 General questions 
 
 Which of the above mentioned variables (significant others, consequences of actions, 
individual traits, values/believes and moral development) do you think will influence 
unethical behaviour the most (i.e. to the largest extent) in your industry? Please clarify 
your answer.   
Moral development, as explained earlier. 
 
 Are there any other variable(s) that was (were) not listed above that may possibly 
influence unethical behaviour among employees in this industry in general and Sanlam 
in particular? Please list and explain. 
I‟m thinking in terms of environment, but environment can also add to moral 
development to a certain extent. This includes the home environment, school 
environment and society. Everything that actually plays a role in terms of moral 
development which will lead to types of values and beliefs a person has. 
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Respondent’s biographical details 
Age: 40 
Highest educational level: LLB; Post-Grad: Compliance Management 
Total number of years working at Sanlam: 16 
Position in the company: Chief Risk Officer:  Sanlam Employee Benefits 
Date of interview: 10 June 2010 
 
1        Institutionalisation of business ethics 
 
1.1     Do you regard business ethics as important? Please motivate your answer. 
Yes, it is important for your sustainability as well as to be a good corporate citizen. In 
my opinion it‟s also good business to treat the customer fairly. It all boils down to treat 
your customers fairly. 
 
1.2   Is it important to have a code of ethics in an organisation such as Sanlam? Please 
explain. 
Yes, because it‟s a big organisation and you‟ve got various cultures. There are 
different cultures in the different clusters, so to have a code of conduct for the whole 
group to follow sets general guidelines for behaviour.  
 
1.3     Do you think it is important to have strategies in place to institutionalise business 
ethics in an organisation such as Sanlam? Please explain. 
Yes. You can have many nice policies and if it‟s not driven from executive level 
downwards the people on the ground are not going to comply with it. So you need a 
strategy to drive ethics. 
 
1.3.1 Should these strategies (if any) be in place to protect the organisation from ethical 
failure (such as fraud) or to benefit them from good ethical performance (such as being 
recognised in the media as being an ethical company or retaining loyal customers)? 
Please motivate.  
I think both. Firstly the most important one is actually to benefit from, and then to 
penalise the people or to prevent them from entering into unethical conduct. 
 
1.3.2 Describe Sanlam‟s strategy/strategies in terms of their institutionalisation efforts 
regarding ethics. 
This is driven from the board of directors and there is an ethical committee with 
quarterly meetings where we‟ve got representatives from all the clusters. The 
representatives are driving ethics in their specific cluster.  
 
1.4    Do you regard systems (such as ethics training, socialisation and confidential reporting 
systems) as important to ensure that strategies are properly implemented throughout 
the organisation?  Please explain. 
Yes, and we distribute that small ethics book which contains our ethical code to 
everybody, but still train the people as well. Last year we conducted compulsory ethics 
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training campaign. It is important to repeat the importance of ethics message through 
these vehicles.  
 
1.4.1  Please provide examples of systems at Sanlam which are geared at institutionalising  
          business ethics. 
 Apart from the systems mentioned previously, we also have a confidential reporting 
system. If employees don‟t trust the system to keep their confidentiality, they are not 
going to report misconduct.  
 
 In our cluster specifically, we have compulsory awareness sessions. Attendance is 
compulsory, and whenever there was unethical conduct it is disclosed. Sometimes an 
e-mail message from the CEO and it will contain details on behaviour that was not in 
line with our ethical values and if the person was dismissed or not.  
 
 Regarding recruitment, during a job interview I will start asking questions to test a 
candidate‟s ethical values. We grow the values and the culture during employment, 
but it must be present when you recruit staff. 
 
   
 Ethics training is more or less every second year, but when we take over or merge 
with another company the new people will have to go through Sanlam‟s ethical 
policies to make them aware of it. 
 
1.5 Do you think role models (such as managers and senior personnel) could increase 
employees‟ moral courage (courage an employee displays when making an ethical 
decision)? Please explain. 
Definitely, when managers say it‟s not morally right or not fair the employees must 
understand why managers say so. This is to enable them to whenever they have to 
make a decision, to display courage to state the reason for the  decision – i.e. it was not 
fair towards the client, or we need to comply with certain principles or it is not in line 
with legislation. Managers must be open and transparent in their decision-making.  
 
1.5.1 How do managers in Sanlam act as role models in setting ethical standards?  
If there is unethical conduct it is not just thrown under the carpet. It‟s disclosed. 
 
1.6 Do you think it is important that an organisation has a confidential ethical reporting 
system? Why/why not? 
 Definitely, it is important for employees to know exactly what is going to happen 
when they report something, will they be identified and can it be anonymous. People 
will feel threatened or intimidated if they have to report unethical behaviour to a 
system that is not anonymous.  
 
1.6.1 Explain Sanlam‟s confidential reporting system. 
 There is a telephone line, fax line. In SA there is a toll free number you can phone. 
But for the business outside SA there is a problem so we are working on an internet 
site. This system is open to Sanlam employees only. 
  
1.7 Do you think that it is important to discipline violators of ethical norms? Please 
explain. 
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 Yes, because if you have a policy and you don‟t act in terms of that policy it‟s no 
good. It is also a way of institutionalising your policy, by acting against the violator.  
 
1.7.1 In your view, should violators be disciplined in order to prevent future misconduct 
(compliance) or to administer punishment? 
To prevent future misconduct.  
 
1.7.2 Does Sanlam discipline violators of ethical norms? Please explain. 
Definitely, and even wider than our employees - we also discipline contractors and 
partners and will terminate their contract if they engage in conduct that damages our 
reputation.  
 
1.7.3  Please provide examples of how violators have been disciplined in recent years. 
 One of our contractors actually engaged in fraudulent activities and wanted to repay 
the money without criminal charges being laid, but we insisted that criminal charges 
be laid.  
 
1.8 Does Sanlam have rewards for employees who report unethical behaviour that occurs 
in Sanlam (similar to Standards Bank fraud miles)? Give examples. 
 No, the decision was to not go that route. Sometimes reporting is done for the wrong 
reasons. 
 
2       Variables influencing unethical behaviour  
 
2.1    Significant others 
 
 In your view, could unrealistic orders/targets set by management lead to unethical 
behaviour amongst subordinates? Please explain. 
Yes. An example in this industry is “miss-selling”. A sales person may sell a product 
that does not actually meet the needs of the client in order to reach a certain sales-
volume set by management. 
 
 In your opinion, if employees‟ values clash with those of management, will employees 
rather follow their own values or those set by management? Explain. 
They tend to follow what management does. It depends on the manager and if he/she 
is open for questioning. I have seen in some clusters that employees just do what they 
are told although it clashes with their values. In other units where managers are more 
open for discussion, employees discussed issues with them. Older people tend to 
believe that you should not question authority whereas younger people will question 
when they want to. 
 
 Do you think ethical behaviour starts at the top (i.e. with management) or the bottom 
(i.e. employees)? Please explain. 
Definitely at the top, management must set the example. 
 
 Can you think of any instances where significant others have influenced the behaviour 
of Sanlam employees either positively or negatively? 
No. 
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2.2    Consequences of actions 
 
 Do you believe that rewards (e.g. financial benefits) for ethical behaviour will result in 
increased ethical behaviour in general and at Sanlam in particular? Why/why not? 
We currently don‟t have rewards for reporting unethical behaviour. Rather use role 
models and ethical awareness than financial benefits to increase ethical behaviour as it 
could lead to unethical behaviour reported for the wrong reasons. 
 
 Having mentioned rewards, what is your opinion regarding punishment (such as losing 
your job) to deter unethical behaviour within organisations? Please explain. 
Sometimes you need to do this to set an example. 
 
 Do you think it is better to have both rewards and punishment to influence ethical 
behaviour or only one of them? If only one, which one would you prefer and why? 
Punishment needs to be in place as I explained earlier. Awareness programmes 
regarding what constitutes unethical conduct, where to report unethical behaviour etc, 
also need to be in place. 
 
2.3    Individual traits 
 
 Do you think that employees with a low level of self esteem tend to act more 
unethically? Explain. 
It should not be like that, but in the past where we had fraudulent activities by staff, it 
was people with low self-esteem. I don‟t know why. 
 
 Do you think a person with an internal locus of control (an individual with an internal 
locus of control considers outcomes as a result of his/her own efforts, whereas an 
individual with an external locus of control assumes that life events are beyond his/her 
control and is the result of fate, luck or destiny) will differ from an employee with 
external locus of control with regard to their behaviour? Please explain. 
Yes, internal person should be more adverse to unethical conduct as they have control 
and can resist unethical behaviour more. An external locus of control individual could 
say “it is fate and it came over my road so I will take the opportunity”. 
 
 A Type “A” personality is described as a person “who is aggressively involved in a 
chronic, incessant struggle to achieve more and more in less and less time, and if 
required to do so, against the opposing efforts of other things or other persons”. Do 
you think a Type “A” personality will be more likely to engage in unethical 
behaviour? Please explain. 
I don‟t think a personality Type “A” will necessarily be more unethical. 
 
2.4    Values/beliefs 
 
 Universalism is defined as an appreciation for the welfare of all people. Do you think 
an individual who believes in universalism is more likely to engage in unethical 
behaviour? Please explain your answer. 
If you think more about others as compared to yourself, you will not be more 
unethical. 
 
 246 
 Benevolence refers to having the qualities of helpfulness, forgiveness, honesty and 
enhancement of people with whom one is in regular contact. Do you think an 
individual who believes in benevolence is more likely to engage in unethical 
behaviour? Please clarify your answer. 
Not necessarily, but you may have an individual with a “Robin Hood” type of 
personality. One of the people involved in unethical behaviour in the past actually had 
these qualities. He stole money and lended it to other people. 
 
 Hedonism is defined as seeking pleasure and sensual gratification for oneself. Do you 
think an individual who believes in hedonism is more likely to engage in unethical 
behaviour? Please clarify your answer. 
It will depend if their income is sufficient to satisfy their needs and if they are living 
beyond their means. One main instigator for unethical conduct is if someone is living 
way beyond their means, so a hedonist person seeking pleasure and gratification for 
themselves with insufficient income and means may engage in unethical behaviour. 
 
 Power relates to seeking social prestige, status and control. Do you think an individual 
who believes in power in a work environment is more likely to engage in unethical 
behaviour? Please clarify your answer. 
It may be, because to quickly get the power they sometimes must engage in unethical 
behaviours. 
 
 A highly machiavellianism individual believes it is acceptable to use manipulation, 
persuasion or any means to achieve a desired result. Do you think an individual who 
believes in machiavellianism is more likely to engage in unethical behaviour? Please 
clarify your answer. 
Yes, this is exactly the person one would expect to engage in unethical conduct as is 
the case with a hedonist and power seeking individual. 
 
2.5    Moral development 
 
 Do you think an individual‟s level of moral development is important in this industry 
in general and at Sanlam in particular to influence ethical behaviour? 
Moral development is important over all industries and especially in the financial 
industry. If you have a high level of moral development you will not easily be 
influenced by opportunities to engage in unethical behaviour. 
 
 How would you describe the relationship of an individual‟s moral development level 
and the tendency to engage in ethical behaviour? Please explain. 
People sometimes misjudge that if you have a high education level that you have a 
higher moral development level. This is something totally different. Individuals with a 
higher moral development level will have a lower tendency to engage in unethical 
behaviour. 
 
2.6    General questions 
 
 Which of the above mentioned variables (significant others, consequences of actions, 
individual traits, values/believes and moral development) do you think will influence 
unethical behaviour the most (i.e. to the largest extent) in your industry? Please clarify 
your answer.   
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Values/beliefs, as this underpins everything that you do in your life. 
 
 Are there any other variable(s) that was (were) not listed above that may possibly 
influence unethical behaviour among employees in this industry in general and Sanlam 
in particular? Please list and explain. 
Personal recognition, not necessarily monetary but recognising and respecting a 
person‟s values and the way he/she conducts his/her daily activities. 
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Respondent’s biographical details 
Age: 51 
Highest educational level: 4 year law degree 
Total number of years working at Sanlam: 6  
Position in the company: HR Director 
Date of interview: 23 June 2010 
 
1       Institutionalisation of business ethics 
 
1.1     Do you regard business ethics as important? Please motivate your answer. 
Yes. Business ethics determines the way in which we conduct ourselves, our beliefs 
and aspirations and is therefore of the utmost importance in any company. It will give 
our clients, employees and shareholders the confidence that they are engaged with a 
company that has integrity and that can be trusted. 
 
1.2 Is it important to have a code of ethics in an organisation such as Sanlam? Please 
explain.  
In big companies, like Sanlam, it is important to ensure good governance and ethical 
practices and therefore it is necessary to provide a framework to employees which can 
help with behaviour, determination, education and also measurement. 
 
1.3 Do you think it is important to have strategies in place to institutionalise business 
ethics in an organisation such as Sanlam? Please explain. 
I believe that it is important to have strategies in place in order to provide the direction 
the company wants to take concerning ethics, the importance and value it sees in doing 
business ethical and the overarching benefit to the company, its clients, shareholders 
and employees, if it conducts business on sound ethical grounds. The strategies will 
also determine the way and manner in which we aim to institutionalise ethics and the 
mechanisms (tools) that will be used. 
 
1.3.1 Should these strategies (if any) be in place to protect the organisation from ethical 
failure (such as fraud) or to benefit them from good ethical performance (such as being 
recognised in the media as being an ethical company or retaining loyal customers)? 
Please motivate.  
The strategies should be able to do both, i.e. protect the company against unethical 
behaviour and its consequences and also serve to instil confidence in its clients, 
potential clients  and shareholders that it is an ethical company. 
 
1.3.2 Describe Sanlam‟s strategy/strategies in terms of their institutionalisation efforts 
regarding ethics.  
Ethics is part of how Sanlam conducts its business. Sanlam‟s strategies are more 
proactive of nature in general but recent amendments to it contained an element of 
reactiveness.  
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1.4 Do you regard systems (such as ethics training, socialisation and confidential reporting 
systems) as important to ensure that strategies are properly implemented throughout 
the organisation?  Please explain.  
Yes, we do ethics training and awareness on an annual basis in our business and also 
ask the employees to sign off once they have undergone the training. We also conduct 
surveys to test the integrity level of management and our employees understanding of 
ethics in the company on an annual basis. Based on the information obtained, 
corrective measures are implemented.  
 
1.4.1 Please provide examples of systems at Sanlam which are geared at institutionalising  
business ethics.  
We use essentially e-learning which is facilitated on SAP to conduct our training and 
awareness annually. The company‟s ethics policy is available on the intranet and 
during our new employee orientation; all employees must read and sign off the policy. 
 
1.5 Do you think role models (such as managers and senior personnel) could increase 
employees‟ moral courage (courage an employee displays when making an ethical 
decision)? Please explain.  
Our surveys have shown that employees are influenced, either positively or negatively, 
by the behaviours of their managers. 
 
1.5.1 How do managers in Sanlam act as role models in setting ethical standards?  
 It is important for our managers to fully understand our company‟s code of ethics, 
their responsibility in this regard, and to live the company‟s values. We expect of our 
managers and leaders to behave in an ethical manner and to take decisions based on 
sound ethical values and also to take the necessary corrective action if any of their 
employees behaved unethical and in contravention of the company‟s policies. 
 
1.6 Do you think it is important that an organisation has a confidential ethical reporting 
system? Why/why not?  
I believe that the "hotline" that we operate is effective and will support the continued 
use thereof. It is not always easy for employees to report the unethical behaviour of 
managers or their colleagues as they might fear victimisation and therefore it is good 
to have a process in place which can facilitate anonymous reporting. It also encourages 
reporting of cases. 
 
1.6.1 Explain Sanlam‟s confidential reporting system. 
 Sanlam's hotline is managed by KPMG and they deal directly with Jacques 
Marnewick, our compliance officer, who will receive the reports from them on 
reported matters and will institute the necessary actions. 
 
1.7 Do you think that it is important to discipline violators of ethical norms? Please 
explain.  
Yes, I believe that it is important to discipline violaters, firstly to correct their 
behaviour and secondly to act as a deterrent to others. The company must also show 
that it is serious about ethics and that it will protect its clients and shareholders 
interest. 
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1.7.1 In your view, should violators be disciplined in order to prevent future misconduct 
(compliance) or to administer punishment?  
It would be more to prevent future misconduct. 
 
1.7.2 Does Sanlam discipline violators of ethical norms? Please explain.  
Yes, we do. 
 
1.7.3  Please provide examples of how violators have been disciplined in recent years. 
 There have been quite a few cases and in most, if not all, their services/contracts have 
been terminated. 
 
1.8 Does Sanlam have rewards for employees who report unethical behaviour that occurs 
in Sanlam (similar to Standards Bank fraud miles)? Give examples. 
In our business we do not reward employees who report cases.  
 
2 Variables influencing unethical behaviour  
 
2.1 Significant others 
 
 In your view, could unrealistic orders/targets set by management lead to unethical 
behaviour amongst subordinates? Please explain. 
Yes it could as the subordinate could be tempted to engage in unethical behaviour to 
achieve the targets in desperation and in fear of failure and penalties. 
 
 In your opinion, if employees‟ values clash with those of management, will employees 
rather follow their own values or those set by management? Explain. 
It really will depend on whether it is a junior employee or a strong individual. In some 
cases the values of management will be followed, especially if it is a very influential 
and strong manager. If it is a strong individual, he/she will in all probability follow 
their own values if it clashes with that of management. 
 
 Do you think ethical behaviour starts at the top (i.e. with management) or the bottom 
(i.e. employees)? Please explain. 
Ethical behaviour should start at the top with the leadership as they are the people who 
should provide direction and vision. 
 
 Can you think of any instances where significant others have influenced the behaviour 
of Sanlam employees either positively or negatively?  
Our current CEO, Johan van Zyl, has positively influenced the behaviour of many 
employees. 
 
2.2 Consequences of actions 
 
 Do you believe that rewards (e.g. financial benefits) for ethical behaviour will result in 
increased ethical behaviour in general and at Sanlam in particular? Why/why not?  
I personally do not believe that a person should be rewarded to behave ethical, it is 
naturally expected. 
 
 Having mentioned rewards, what is your opinion regarding punishment (such as losing 
your job) to deter unethical behaviour within organisations? Please explain. 
 251 
I fully support corrective action to deter unethical behaviour. The sanction should be 
appropriate and if termination of service is warranted, than I will support it. 
 
 Do you think it is better to have both rewards and punishment to influence ethical 
behaviour or only one of them? If only one, which one would you prefer and why? 
As stated herein above, I don‟t support the reward part but agrees with punishment. 
 
 
2.3 Individual traits 
 
 Do you think that employees with a low level of self esteem tend to act more 
unethically? Explain. 
I cannot answer this as I am not aware of such cases nor have any evidence to support 
the notion. 
 
 Do you think a person with an internal locus of control (an individual with an internal 
locus of control considers outcomes as a result of his/her own efforts, whereas an 
individual with an external locus of control assumes that life events are beyond his/her 
control and is the result of fate, luck or destiny) will differ from an employee with 
external locus of control with regard to their behaviour? Please explain. 
There will be a difference as the person with internal locus of control will feel more 
responsible and will tend to do more to achieve and their behaviour will be influenced 
by that also. 
 
 A Type “A” personality is described as a person “who is aggressively involved in a 
chronic, incessant struggle to achieve more and more in less and less time, and if 
required to do so, against the opposing efforts of other things or other persons”. Do 
you think a Type “A” personality will be more likely to engage in unethical 
behaviour? Please explain. 
My answer is purely speculative but I believe that an A type person would be more 
vulnerable to engage in unethical behaviour. 
 
2.4 Values/beliefs 
 
 Universalism is defined as an appreciation for the welfare of all people. Do you think 
an individual who believes in universalism is more likely to engage in unethical 
behaviour? Please explain your answer.  
It would be highly unlikely as they would not want to deprive or disappoint others 
through unethical behaviour. 
 
 Benevolence refers to having the qualities of helpfulness, forgiveness, honesty and 
enhancement of people with whom one is in regular contact. Do you think an 
individual who believes in benevolence is more likely to engage in unethical 
behaviour? Please clarify your answer.  
Should not as honesty is a key in ethics and if they subscribe to that, than it is highly 
unlikely that they will engage in unethical behaviour. 
 
 Hedonism is defined as seeking pleasure and sensual gratification for oneself. Do you 
think an individual who believes in hedonism is more likely to engage in unethical 
behaviour? Please clarify your answer.  
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I don‟t believe so unless it is done ignorantly. The consequences of unethical 
behaviour could be severe and unpleasant and an individual who believes in hedonism 
can surely not have appreciation for the consequences of unethical behaviour. 
 
 Power relates to seeking social prestige, status and control. Do you think an individual 
who believes in power in a work environment is more likely to engage in unethical 
behaviour? Please clarify your answer.  
There are various forms of unethical behaviour and power seeking individuals could 
make themselves susceptible to unethical behaviour. 
 
 A highly machiavellianism individual believes it is acceptable to use manipulation, 
persuasion or any means to achieve a desired result. Do you think an individual who 
believes in machiavellianism is more likely to engage in unethical behaviour? Please 
clarify your answer. 
Yes, as they could use bribes or other means to convince/persuade people. 
 
2.5 Moral development 
 
 Do you think an individual‟s level of moral development is important in this industry 
in general and at Sanlam in particular to influence ethical behaviour? 
I believe that it is important and will help to set the standards required. 
 
 How would you describe the relationship of an individual‟s moral development level 
and the tendency to engage in ethical behaviour? Please explain. 
It is highly unlikely that a person with a high moral development will engage in 
unethical behaviour as it will be against the norm and by implication, values of that 
person. 
 
2.6 General questions 
 
 Which of the above mentioned variables (significant others, consequences of actions, 
individual traits, values/believes and moral development) do you think will influence 
unethical behaviour the most (i.e. to the largest extent) in your industry? Please clarify 
your answer.   
I believe that it will be unrealistic target setting and forcing people to achieve, power 
seeking individuals who will stop at nothing, the failure to take corrective action 
against unethical behaviour and leaders with low moral development. 
 
 Are there any other variable(s) that was (were) not listed above that may possibly 
influence unethical behaviour among employees in this industry in general and Sanlam 
in particular? Please list and explain. 
I believe a lack of good governance measures and controls can entice employees who 
are heavily indebted and have become victims of the economic recession to engage in 
unethical behaviour, like fraud and theft. 
 
 
 
 
